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Wherever they hang their hats... 


... the overseas representatives of your company 
would appreciate your remembering them with a 
subscription to World Report. It is one magazine 
which is read with equal interest in New York, 
Cairo, Brussels, and Rio because it has a world- 
wide point of view, rather than the point of view 
of any single nation. World Report is objective 
reporting at its best. 

World Report is made-to-order for the business 
man abroad because it is devoted exclusively to 
the subject which interests him most: What's going 
on in the postwar world-at-large. You yourself 
know what an asset it can be to anyone in this 





country who buys or sells in other countries, so 
you can appreciate World Report’s value to those 
who do business ‘’on the spot’’ in foreign lands. 

If you haven‘t yet entered subscriptions for 
your business representatives abroad, this is a 
good time to start sharing the advantage you 
now have as a regular reader of World Report. 

The regular subscription rate of World Report 
is $4 a year and on most overseas subscriptions 
there’s an extra charge of $1 for postage. But to 
simplify ordering, we‘ll make a flat rate of $4 
each on any list of five or more subscriptions, to 
go anywhere in the world. 


1257 TWENTY-FOURTH STREET, N.W>; WASHINGTON 7, D.C. 
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New oil fields in Russia about 1,000 
miles east of Moscow are counted on to 
push the Soviet Union's annual output 
beyond 35,000,000 tons in the next three 
vears. Vast deposits of easily accessible 
oil recently have been discovered in the 
area between the Volga River and the 
Ural Mountains. An immediate increase 
in drilling has been ordered. The new 
gushers are expected to provide a third 
of Russia’s oil production and to enable 
the Soviets to surpass goals set in the 
Five-Year Plan. Oil reserves in Eastern 
Russia will stimulate the planned de- 
velopment of industries in that area. 
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Government-operated retail stores in 
Puerto Rico will be established to protect 
islanders from inflation. A Government 
agency is to spend more than $20,000,- 
000 in the next six months on a market- 
ing program. First step will be the estab- 
lishment of 25 food supermarkets. 
Another $35,000,000 will be used to 
operate farms, dairies, fisheries and a 
cigarette factory. Imported items as well 
as island produce will be sold. 
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An entry quota for businessmen in 
Germany has been set up by occupation 
authorities in the merged Anglo-Ameri- 
can zone. To boost exports, 300 buvers 
from abroad will be allowed to travel in 
the two zones each month. Quotas have 
been established for businessmen from 
40 different countries. Prospective buyers 
will be allowed to stay in Germany for 
two weeks at their own expense. 
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Travel abroad for Japanese soon is to 
be permitted by the Supreme Command- 
er for the Allied Powers. Selected Jap- 
anese will be issued travel documents in 
lieu of passports by the Japanese Govern- 
ment upon the specific direction of Allied 
Headquarters. At the same time, the 
Japanese Government is considering a 
10-year plan for the development of 
tourist trade within Japan involving new 
hotels at the chief resorts and big cities. 
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A British jet engine for U.S. Navy 
planes is to be built in the U.S. An 
American aircraft corporation will man- 
ufacture a turbo-jet engine developed 
by the British for the Navy's newest 
carrier-based fighters. The original jet 
engine design, which is the basis of most 
British jets, was made more than 10 
years ago and has been in production 
in Britain for four years. 


Overseas sales of U. S. aircraft and ac- 
cessories in 1946 brought in $155,000,- 
000. Some 2,343 civil aircraft worth 
$64,200,000 were shipped abroad. Sales 
of 59 military planes netted more than 
$1,000,000. The U.S. sold 2,490 aircraft 
engines for $11,800,000. Engine parts 
and accessories worth $12,855,000 were 
exported. Other parts and accessories 
were sold for $17.000.000. About 14.000 
planes exported were new. Three best 
customers of the U.S. were France, Can- 
ada and the Netherlands. Orders for 135 
four-engined and two-engined planes 
worth $75,000,000 were placed with 
U.S. industry in the first quarter of 1947. 
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Surplus vehicles in Britain have been 
sold by the Government for more than 
$40,000,000 in the last year. More than 
100,000 trucks, cars, busses and motor- 
cycles have been disposed of by the 
Ministry of Supply. Demand for other 
war supplies yet to be declared surplus 
is expected to be high. 
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New tax regulations in Argentina re- 
quire taxpayers to include in their in- 
come tax form a statement of all property 
owned at the end of the tax vear in 
addition to the regular statement of in- 
come from that property. A further state- 
ment of all assets owned at the end of 
the previous year and their value is 
required. The income tax forms also call 
for a list of debts owed by taxpayers. 
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Diesel locomotives for Canadian rail- 
roads are to be tested next month on the 
Government-controlled railway. Three- 
unit Diesel engines will be tried out on 
three important passenger routes. First 
engines will cost almost $60,000 a unit. 
If they are adopted for transcontinental 
use, it will mean an investment of more 
than $25,000,000, 
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A Russian ship for the Atlantic pas- 
senger run is making her maiden voyage 
between Odessa and New York via Haifa, 
Piraeus and Marseille. The 16,000-ton 
vessel, formerly German, will carry 500 
passengers for less than 25 per cent of 
the fare charged by British and Ameri- 
can liners on the North Atlantic run. 
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A new antimalarial drug has been de- 
veloped in Britain. Called paludrine, the 
new substitute for quinine and atabrine 
already is in mass production. 
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has there been published in America a weekly news- 
NEVER BEFORE magazine devoted wholly to news of world business 


and world affairs. 


WORLD REPORT—just a year old—has established an 
unprecedented record of growth in the field of news 
weeklies ... 


has any weekly newsmagazine attained as much as 


ad t V E Fr B b é @ R b 100,000 circulation in its first year. 





has any weekly newsmagazine obtained as much 
NEVER Jade) :g: advertising revenue in its first year. 


Here is a comparison with three long established and 
now successful newsmagazines: 








Publication Circulation Advertising Revenue 
First Year First Year 

Time Less than 20,000 lLessthan $ 20,000 

Newsweek Less than 30,000 Less than 31,000 

The United States News Less than 8,000 Less than 59,000 

WORLD REPORT More than 100,000* More than 135,000 


*ABC Report, average last six months of 1946: 112,000 
Circulation. Present circulation is in excess of this figure. 


WORLD BUSINESS IS YOUR BUSINESS 

















First Year 


WORLD REPORT marks the 
first time, to our knowledge, that 
any national publication has built 
its circulation on a 100° volun- 
tary basis. We did not ask our 
prospective readers for definite 
subscription orders in advance but 
simply that they pay only if they 
liked the first few weekly issues 
MORE THAN 70% OF THOSE 
WHO EXAMINED THE FIRST 
ISSUE OF WORLD REPORT 
ON THIS APPROVAL BASIS 
SENT US THEIR CHECKS 
FOR SUBSCRIPTIONS OF ONE 
YEAR OR MORE. We know of 
no similar record in the whole 
history of publishing. 


* 
We attribute this readership ac- 
ceptance of WORLD REPORT 
to the service it renders every 
week and to the unprecedented 
interest today in world business 
and world affairs. 


* 
NEVER BEFORE has there been 
assembled in a single audience 
sO Many persons in positions of 
responsibility in business and the 
professions who are directly in- 
terested in the impact of overseas 





events on American business and 
the American economic system. 
* 
These business men and influen- 
tial readers are in the mood, as 
they examine world affairs, to 
read the advertising messages of 
(ransportation, companies, banks 
with foreign departments and 
services, insurance companies, the 
entire automotive and industrial 
machinery field, construction and 
engineering concerns—advertising 
of the widest variety of goods and 
services needed bere and abroad. 


* 
These people travel extensively 
themselves, on vacations and busi- 
mess .. . for pleasure or to 
examine new opportunities for 
investment. They are the logical 
patrons for transportation, hotel 


and resort facilities everywhere. 


+ 
While 95° of WORLD REPORT 
readership resides in the United 
States, the 5° of its overseas 
audience represents a choice list 
of persons influential in business 
and the governments of the world 
—a Number One advertising tar- 
get for prestige and opinion- 


forming messages in the interna- 
tional field. 

* 
But, basically, what makes 
WORLD REPORT a sound ad- 
vertising medium is its factual, 
non-technical, easy-to-read ¢on- 
tents covering the political, eco- 
nomic and sociological trends in 
the post-war world—the dramatic 
interplay of events which affect 
all of us. 

* 
WORLD REPORT has no edi- 
torial page; is identified with no 
cause or Organization, public or 
private. We believe the best serv- 
ice we can render is to report and 
explain objectively the facts and 
background of world affairs and 
the policies which motivate them. 
No other publication renders such 
a comprehensive service. 


NOW is the time when American 
industry and agriculture must 


look abroad for the extra volume 
of sales necessary to maintain em- 
ployment and profits .... 


* 
And NOW, as never before in our 
nation’s bistory—WORLD BUSI- 
NESS IS YOUR BUSINESS. 


World Report 


The only magazine of its kind reporting, interpreting 
and forecasting the news of international affairs. 


HAROLD L. BEHLKE, ADVERTISING DIRECTOR, 30 ROCKEFELLER PLAZA, NEW YORK 20, N. Y. 
Published by the United States News Publishing Corporation 


David Lawrence, President * 


D. W. Ashley, Publisher 
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WORLD REPORT is just one year old. Within that time we 
have seen the circulation grow to a figure unprecedented among the 
first-year records of weekly newsmagazines. We may be pardoned 
for making some comparisons with the first-year experience of three 
long-established and now successful weekly newsmagazines. 

Thus “Time” in its first year—1923—reached 20,000, and now is in 
excess of 1,500,000. “Newsweek,” established in 1933, attained 30,000 
its first year, and now is 700,000, while “The United States News” 
averaged 8,000 in its first year and now is nearly 300,000. 

World Report, within its first six months reached 90,000, and in the 
last six months of 1946 averaged 112,112 per week. These figures now 
have been audited by the Audit Bureau of Circulation, the official 
agency that certifies magazine and newspaper circulations. 

World Report at present has a circulatior well in excess of 112,112 
and is growing steadily. The figures for the first six months of 1947, 
which will be available from the Audit Bureau of Circulation later this 
year, will show a further gain. 

The management of World Report wishes to take this opportunity 
to thank the readers.who have made this growth possible. 


Our thanks, too, to the advertisers who have inserted their 
advertisements in this first year. Again we believe we have established a 
new record in news weekly publishing, because our net revenues from 
advertising have been more than six times the revenue from advertis- 
ing which the most successful news weekly obtained in its first year. 

A publishing enterprise depends as a rule for its success on the 
responsiveness of the readers to the theme selected and its manner of 
presentation, and also on the responsiveness of advertisers who find 
in the nature and character of the circulation a potential market for 
the sale of goods and services. 

We are glad to be able to say that, judging by the customary yard- 
sticks of measurement with a first-year publication, World Report is 
well ahead of the schedule we planned for ourselves when we launched 
our enterprise a year ago. 


As we enter our second year, we aim to do a better job than 
before. We hope that a year hence, when we enter our third year, we 
will be able to exceed the second-year record of other publications in 
the news weekly field and show a similar record of progress. 

We are even more firmly convinced today than a year ago that a 
weekly magazine devoted wholly to reporting and explaining the 
news of world affairs is an essential instrument of international un- 
derstanding and can serve a useful purpose in informing the leaders 
of thought not only in America but in other countries as well. 


“The Publishers of “Weld Report” 








Here's a Handy Way To Subscrite! 
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FROM THE CAPITALS OF THE WORLD 


For World Report 
Issue of May 27, 1947 
Volume 2, No. 21. 


The way things are going, these are dangerous areas: 

Western Germany, where hunger is intense, energy is low, factories are idle. 

France, where prices are high, labor is resentful, bread rations run short. 

Italy, where diets are scanty, strikes are frequent, production lags behind. 

It all adds up to a slowdown in European recovery, to another postponement 
of the day when Europe can earn a living in the world. In general, city dwellers 
try to shift the blame to farmers for hoarding foodstuffs. Yet farmers are sure 
that the fault lies with factory workers, who failed to produce needed goods, 
and who insisted on higher wages as ,-ices rose. Currency weaknesses retard com- 
merce and encourage nervousness. It's a vicious circle of alibis and excuses 
that does little to grow more food or to mine more coal. The shortages again have 
to be filled with U.S. produce, paid for with unearned U.S. dollars. 








To show what really is happening in Western Germany: 

Lack of food is traced to bad weather, hoarding on farms and low reserves. 

Coal output, after a brief spurt, is falling off. Miners lack incentive. 

steel production is showing little, if any, progress. It may be below 1946. 

Textile manufacturing is rising temporarily, but is short of planned goals. 

The net result is that export trade is at a rate a third less than hoped. 

A near famine is being checked only by emergency shipments of U.S. supplies. 
In the background, the U.S. and Britain are having difficulty in fixing the rules 
under which a bi-zonal economy can operate. The food crisis is a common problem 
that tends to bring both sides together, but it is plain that the job of getting 
Western Germany on a self-supporting basis is to take longer and to cost more 
than had been expected. An analysis of this situation is given on page 22. 

















Troubles in France are complex and widespread..... 

Bread shortages may run until August harvests. Rations are below wartime. 

Cost of living squeezes many workers; is more irritating than shortages. 

Wage demands are persistent and are forcing concessions labeled bonuses. 

Farmers are the first ones to gain from inflation and they have done well. 

Coal production continues on the upgrade, but imports have to be added, 

Capital equipment is badly needed for industry to regain prewar levels. 

An underlying dilemma in France is that organized labor is Communist-ruled. 
The current Government of France is trying to run the country without Communists, 
It is trying to steer a course that will win friends and gain credits from U.S., 
but it.is unable to shift position sharply lest Communists sabotage production. 
An analysis of the tug of war over France's future is supplied on page 12. 




















(over) 
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WORLDGRAM-- (Continued) 


Issues are confused and badly tangled in Italy..... 

Italy is reviving much less than France, is tending to depend on one dollar 
handout after another to carry herself along. Many raw materials are lacking. 

Black markets are flourishing and rationing of staples is breaking down. 

Political bickering is fierce. Communists favor the strike weapon. 

Briefly, the economic system in Italy is full of so many distortions as a 
result of attempting to make it work on a half-controlled, half-free basis that 
there must be a sharp correction before the machinery can operate successfully. 











Actually, much of the world is feeling an acute shortage of food. Abundant 
foodstuffs in the Western Hemisphere are in contrast to scarcity elsewhere. 

Heavy deficit exists in bread-grains. It's to last at least 60 days. 

U.S., Canada and Australia are exporting wheat to the extent of capacity. 

Appeal to Argentina is made to obtain more grain, but the outlook is poor. 

Argentina is the one country in the world with large stocks of grain unconm- 
mitted, but Peron is holding out for concessions from purchasers. 

Even large harvests, expected in midsummer, are not to erase a food deficit. 
Still another year of short r*tians is in prospect for most of Europe and much 
of Asia. Russia is hopeful of easing her needs, but is far from certain. 











In terms of world politics, this needs to be understood: 

U.S. concern over difficult condition in countries of Europe is that they 
tend to play into the hands of Russia. A shift in U.S. policy is the result. 
U.S. cash, loans and gifts, are not available for the Soviet sphere. 

U.S. goods are to be equally hard to get for pro-Russian governments. 

Reconstruction needs, food, machinery, are to go first to those countries 
that welcome U.S. ideas of democracy. Others must wait. That means Russia. 

Export controls are to be kept; could be the means of keeping U.S. products 
away from Russia's territory even if Russia puts up gold to outbid others. 

The whole idea, implied if not openly expressed, is to put an economic 
Squeeze on the Soviet; to show Russia by forceful methods that she should make 
some fast moves to co-operate with the West or be sealed off by her own Iron 
Curtain. It is the U.S. way of demonstrating that the U.S. won't get out of 
Europe. You get this policy analyzed in a dispatch on page 14. 























In some of the other fields where things are happening: 

U.N. inguiry into Palestine is developing about as expected. Real surprise 
is a Russian attitude irritating to the Arabs. That's a new maneuver. 

Russian oratory advocates an Arab-Jewish state on a democratic basis. 

Idea of Russians appears to be that creation of such a state would involve 
an intermediate trusteeship in which Russia could be one of the trustees. | 

Actually, it's the Russians’ second choice, the partition of Palestine, that | 
seems to be gaining strength. Jewish leaders would accept partition if their 
part were self-sufficient. Arabs, however, express fear that Jewish immigration 
would overflow any boundaries. Big difficulty is that, however frontiers are fixed, ) 
a large minority of perhaps 200,000 Arabs would be left within Jewish borders. | 

















In Southeast Asia, it’s the prospect of partition that troubles India. Any 
division of. Hindu and Moslem areas in India would leave large minorities behind. 
That is a point that worries Mohandas K. Gandhi, that makes him resist partition. 


(No part of this or any other page may be reproduced without written permission) 
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FAMINE TO STALK EUROPE FOR NEXT 60 DAYS 


Millions face further reductions of rations 


if last year’s reserves run out before new 


harvest. U.S. is almost only source of supply 


Much of the world is heading into an 
acute shortage of food. 

The crop year in the Northern Hemi- 
sphere is about to end. The danger is 
that the food produced last year may run 
out before the new harvest becomes avail- 
able, creating a famine gap. 

The critical period already has begun. 
The worst of the emergency will extend 
over the next 60 days. By midsummer, 
the situation will ease somewhat as the 
new crop comes in. But, even then, there 
will not be enough food for everybody. 
The hungry nations will have to spread 
their food thin to make it last through 
another lean vear. 

@ World deficit in bread grains for the 
months of May and June is 1,000,000 
tons. That is the difference between what 
the exporting countries can deliver and 
what the importing countries need to 
maintain their slender rations. For the 
months of July and August, the deficit 
will be 750,000 tons. 

@ The worst shortages are in Germany, 
Austria, Italy and Romania, but the whole 
world is feeling the pinch. Further ration 
cuts may have to be ordered in some 
countries in order to get through until 
the new harvest. 

@ Supply of most of the food for the 
hungry countries rests heavily on the 
United States. Normally, the U.S., Can- 
ada, Argentina and Australia together 
supply most of the food for the im- 
porting countries. Now that situation is 
badly distorted. This is what is hap- 
pening: 

Canada is shipping nearly all her ex- 


portable surplus of wheat to the United. 


Kingdom, under the terms of a four-year 
agreement. Britain herself needs nearly 
all that Canada can send. Food for the 
British zones of Germany and Austria 
has to be bought in the U. S. 

Argentina has plenty of exportable 
grain on hand but has been shipping 
only about 300,000 tons a month this 
year. Port congestion and transportation 


troubles are delaying the movement of 
desperately needed food into world chan- 
nels. What food can be moved from Ar- 
gentina is being offered at such prohibi- 
tive prices that most countries cannot 
afford it. 

The International Emergency Food 
Council, representing 32 nations, ap- 
pealed to the Argentine Government to 
step up grain exports to 1,000,000 tons a 
month in May, June and July. Actually, 
she will export about half that amount. 


~American Red Cross 


AT THE DANGER LEVEL 


A hungry innocent in Romania 





The paradox of Argentine surpluses in 
the midst of a hungry world is ana- 
lyzed in detail in a World Dispatch on 
page 10. 

Australia had a very bad crop this 
year; thus has only a trickle available 
for export. All of her small surplus is 
committed through the International 
Emergency Food Council. That means 
that nothing extra can be hoped for 
from Australia until after the next har- 
vest, in December. 

The U. S., therefore, is almost the only 
source of imported food for most of 
Europe, as well as for Japan and the 
American zone of Korea. 

Grain from the U.S. is pouring out to 
the world’s hunger areas at the rate of 
1,400,000 tons a month, or as fast as 
railroads and ships can move it. But that 
is not nearly enough to fill the needs of 
other parts of the world. Spread thin, to 
feed millions of people, it turns out to be 
enough to keep most of them alive; not 
enough to keep all of them working. 

June is to see a sharp decline in U.S. 

exports of food. In that month, U.S. 
allocations of grain drop to 1,179,000 
tons, lowest since last autumn. July allo- 
cations will exceed 1,400,000 tons. 
@ Threat to U.S. efforts to prevent 
starvation in the world is the expiration 
on June 30 of the Government’s power 
to regulate exports and imports. An ex- 
tension of export controls is being asked 
of Congress. Control of both exports and 
imports is necessary to make the food pro- 
gram eftective. 

Export controls make it possible for 
the Government to channel U.S. food 
into the neediest areas of the world. With- 
out such controls, the U. S. could not par- 
ticipate in the international allocation of 
foodstuffs, as it does now through the In- 
ternational Emergency Food Council. 

Import controls prevent private buyers 
in the U.S. from stripping the world of 
scarce commodities needed by other na- 
tions. Some observers fear that, if im- 
port controls are lifted too soon, U. S. 
soap manufacturers might buy up most 
of the world’s supply of scarce fats and 
oils, thus creating severe shortages in 
other countries. 

@ Consumption of food in much of Eu- 
rope now is down to the danger level, 
physically and politically. Despite strenu- 
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ous efforts to rush more food from the 
U.S. and to get more out of Argentina, 
the food situation is likely to get worse 
before it gets better. 

Locally grown food, which has been 
accounting for more than half of the 
European diet, is about gone. In many 
areas, people will have to depend almost 
entirely on imports until the summer 
harvest. 

@ Germany is hard hit by famine. 

The U.S. and British zones are 
struggling with the severest shortage 
since the occupation began. In some 
cities, food consumption is restricted to 
little more than half the slender ration 
of 1,550 calories daily. Occupation au- 
thorities may have to reduce the ration 
to around 1,200 calories, in partial rec- 
ognition of the situation. 

Coal mining and industry are suffering 
setbacks as workers. take days off from 
their jobs to range over the countryside 
in search of food. The situation is so ex- 
plosive that occupation officers are threat- 
ening food rioters and demonstrators 
with severe punishment, including the 
death penalty. 

The U.S. and Britain are meeting the 
German crisis by pressing extra ships into 
service to speed deliveries in the critical 
weeks ahead. The target is 400,000 tons 
of grain in May and at least another 
400 000 tons in June. 

By July, American and British officials 
hope, Western Germany will be out of 
danger. In that month, the U.S. alone 
is to ship 456,000 tons of grain to the 
combined zones. 

The Russian zone also is having food 
troubles, although it is an agricultural 
area. Deliveries of grain and potatoes to 
Western Germany are falling behind 
schedule. The Russians have an agree- 
ment with the U.S. and British zones 
to supply them with 10,000 tons of grain 
monthly, in exchange for cattle and steel. 

The French zone also is running on 
short rations but has reported no rioting 
or serious strikes. 

@ Italy is becoming more and more rest- 

less as food supplies run low and many 
parts of the country are unable to obtain 
their rations. The bread ration already 
has been cut once this year and soon 
may be cut again. 

If the food situation continues des- 
perate for very long, there will be louder 
cries for change, and possibly an invita- 
tion to dictatorship. The Italian Govern- 
ment is using the national militia to try 
to force deliveries from farmers, but 
without much success. 

Spring has come late in Italy this year, 
delaying crops by three to four weeks. 
Harvesting, which normally begins in 
early June, cannot be started until July. 
It means that much more delay before 
the people can have more to eat. 

Problem of Italy is how to find the 
dollars to pay for imported grain: An 
Italian economic mission now is visiting 
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Washington. to negotiate for the release 
of Italian assets still frozen in the U.S. 
Thawing of those assets would give 
Italy around $130,000,000. Probably 
Italy will have to use a large portion of 
the money to buy U.S. wheat. 

@ France has such a severe shortage 
that Premier Ramadier has named himself 
Food Minister, with dictatorial powers 
over all production and distribution of 
food. 

The bread ration in France is down to 
250 grams a day and may have to be cut 
further. Many bakeries are unable to sup- 
ply the full ration to their customers. The 
Government has undertaken a_nation- 
wide campaign to force wheat out of 
hiding. Bakeries have been ordered to 
remain closed two days a week, and the 
use of wheat flour for pastries has been 
made illegal. 

This year’s harvest in France will be 
late, and none of the new crop will be 
available before August 1. Wheat pro- 
duction has fallen to one fifth of the 
prewar level. 

@ Most of the world is feeling the pre- 
harvest squeeze acutely. 

End of UNRRA this spring has pulled 
the props out from under the food supply 
of several countries. Before it ceased 
operations, UNRRA had shipped more 
than 7,500,000 long tons of food worth 
well over $1,000,000,000. 

Post-UNRRA program, under which 

the U.S. would provide $350,000,000 
worth of help to Greece, Italy, Austria, 
Hungary, Poland and the Free Territory 
of Trieste had been held up so long in 
the U.S. Congress that it will be too 
late to be of any help in the present 
emergency. If granted, the relief bill will 
help tide those countries over next year, 
however. 
@ Crop prospects now indicate that the 
world will go hungry through at least 
one more lean year. Bumper crops fore- 
cast for this year in the U.S. are to be 
more than offset by an unusually poor 
crop in Europe. 

Canada’s food exports will continue to 
go mostly to the United Kingdom. 

Australia is just now planting for har- 
vest next December, so no predictions 
can be made. 

Argentina also is planting now. There 

are signs that grain acreage in Argentina 
may be reduced this year, since farmers 
are discouraged with the low prices the 
Government monopoly pays them for 
their crops. 
@ It all adds up to this: An acute food 
crisis in most of Europe between now 
and August; then at least one more 
year of meager rations in the importing 
countries before much improvement can 
be hoped for. 

Another crisis is likely to occur at this 
same time next year. Unless the world 
husbands its food with great care in the 
coming 12 months, next year’s crisis 
might well be worse than this year’s, 
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ARGENTINA USING FOOD 





TO GAIN TRADE BENEFITS 


Countries wishing to buy grain are forced 


to pay highest prices or supply goods 
as demanded by the Peron Government 


Reported from BUENOS AIRES 
and WASHINGTON 


Argentina, with food to sell, is trying 
to cash in now on a hungry world. 

As food supplies run dangerously low 
in most of Europe, many countries are 
looking anxiously to Argentina for special 
food shipments to tide them over until 
this summer's harvest. Argentina is the 
one country in the world with large 
stocks of grain still uncommitted. But 
purchaser nations find that they have to 
pay highest prices or make other conces- 
sions to get the food they want from the 
Peron Government. 


@ Food surpluses in Argentina are large 


enough to end the current food crisis in 
Europe. But transportation difficulties and 
port congestion make stocks hard to move. 

The corn crop that has just been har- 
vested totals 8,000,000 tons, and at least 
half of it is available on farms for exnort. 

Wheat crop in Argentina was 2,000,- 
000 tons more than last vear, and large 
amounts still are being held in storage. 

Rye and barley crops were the heavi- 
est in the country’s history. 

@ Food exports from Argentina, how- 
ever, give a different picture. So far this 
year, exports of cereal grains have been 
poking along at an average of 300,000 
tons a month. 

This contrasts sharply with prewar 
years, when cereal exports sometimes 
topped 1,000,000 tons monthly. There is 
enough grain on hand in Argentina to 
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reach that figure again if sufficient trans- 
portation could be mobilized. 
@ A speed-up of cereal-grain exports 
from Argentina to 1,000,000 tons monthly 
during May, June and July would head 
off the bread famine now threatening 
most of Europe. An appeal to make 
such a speed-up was sent to the Argen- 
tine Government by the International 
Emergency Food Council, representing 
32 countries. 
@ Bottlenecks in transportation, how- 
ever, are to hold food exports far below 
1,000,000 tons a month unless the Gov- 
ernment takes drastic steps to break them. 
Miguel Miranda, Government economic 
chief, says a shortage of farm machinery 
and transportation equipment will make 
it impossible to ship much more than 
half the amount requested by the IEFC. 
Port congestion, not lack of farm ma- 
chinery, is the main trouble. Congestion 
at Buenos Aires and other Argentine ports 
is keeping huge stocks of food corked up 
within the country. The situation is so 
bad that U.S. shipping companies have 
placed a surcharge of 25 per cent on 
freight rates to Buenos Aires. On June 1, 
it is to be increased to 35 per cent. 


Average turn-around period for ships — 


at Buenos Aires now is three weeks, but 
some have to wait as long as 45 days. 
Railways in Argentina are run down 


because of the difficulty of getting parts 


and replacements during the war. This 
makes it hard to move grain from farms 
to the ports. 

Trucks still are in short supply for car- 
rying grain from farms to the railhead. 
Much of the equipment now in use is 
ready tor the junk heap. 

@ Bargaining value of Argentina’s grain 
is tremendous, in spite of export troubles. 
Export of foodstuffs is a Government 
monopoly. The Per6n Government, has 
the power to say who will get food from 
Argentina and on what terms. 

@ Argentina’s strategy in these circum- 
stances is to use food to bargain for what 
she wants from other countries. Miranda, 
president of the Central Bank of Argen- 
tina and President Perdén’s right-hand 
man, explained recently how it works. 

Miranda told of asking a diplomat of 
another country for newsprint. The dip- 
lomat said his country had none to spare. 

“Then I have no vegetable oil either,” 
said Miranda. Argentina got the news- 
print. 

The same argument now is being used 
by Argentina to force prompt deliveries 
of machinery, steel and transportation 
equipment from the industrial countries 
that want her food. Miranda’s reply to 
the IEFC appeal for more grain was a 
counterappeal for more farm machinery 
and vehicles. 

Prices Argentina is asking for her food 
are so high that even the most desperate 
countries are reluctant to buy. One gov- 
ernment that approached Argentina re- 
cently for wheat was told that plenty was 
available—at a figure about twice the cur- 
rent price in Canada and the U.S. The 
would-be purchaser quickly backed out. 

Barter deals enable Argentina to use 
her food surpluses to get an adequate 
share of other world commodities. The 
Peron Government now is dickering for 
Brazilian iron and rubber, for instance, in 
exchange for wheat. 

@ Food for Europe, under these condi- 
tions, is not to flow from Argentina fast 
enough to help much in the present crisis. 
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BRITAIN UNABLE TO FILL 
RATION QUOTAS OF FOOD 





Winter blamed for breakdown in system 


that worked during war. Diet monotonous 


but there is no danger of starvation 


Reported from LONDON 


Food rationing in Britain is breaking 
down. Food allocated under the rationing 
system no longer can be counted on tor 
delivery to Britons at grocery stores. 
Unrationed items are costly. 

Statements that England is starving to 
death are denied by the Labor Govern- 
ment. The severe winter rather than in- 
adequate planning is blamed for irregu- 
lar food deliveries. An average intake of 
about 2,800 calories per person per day 
is called adequate by Britain’s present 
Food Minister. But Lord Woolton, war- 
time Food Minister, foresees a food short- 
age as acute as last winter's fuel crisis. 
@ What Britons get to eat is reported 
by World Report's staff correspondent 
in London, E. J. Drechsel. A rationing 
system that worked well during the war 
is not always effective now. 

There is no choice of foods. House: 
wives cannot shop around for rationed 
foods. Those items must be bought from 
the grocer with which the ration-book 
holder is registercc. As a result, if one 
egg dealer receives no eggs one week 
but another dealer does, customers regis- 
tered with the first dealer are out of luck. 

Eggs, when available, go to babies 
under two years old at the rate of three 
a week. Everyone else is supposed to 
get one egg a week. During the winter, 
7 out of 10 weeks were eggless. Price is 
35 to 40 cents a dozen. 

Sugar at 5 cents a pound is allocated 
at the rate of 8 ounces a week. An addi- 
tional pound is available for canning. 
Extra sugar may be bought instead of 
jam. 

Preserves including jams, jellies and 
marmalade are rationed at a pound per 
person every four weeks. Price is from 
25 to 30 cents a pound. 

Tea, 2 ounces a week, sells for 74 
cents a pound and is getting harder to 
find. The ration may be cut. 

Meat is one of the most scarce items. 
Twenty cents worth of fresh meat and 
7 cents worth of tinned meat may be 
bought each week. 


There is no choice of meat. Butchers 
usually get only one kind each week. 
It is mutton 95 per cent of the time with 
beef and veal occasionally. 

Refrigeration is rare and meat must 
be cooked within a day of its purchase. 
The better the meat is, the more it costs 
and the less is available per ration. One 
ration buys about 8 ounces of better- 
grade meat. 

Butter and margarine rations average 
3 ounces of each a week at about 30 
cents a pound. The fat ration is one 
ounce a week. There is no cooking oil. 

Milk is available to children under five 
years of age at the rate of one pint a 
day. For adults, the ration varies with 
the season from 2 to 3 pints a week. 

Bread, flour and cake rations vary with 
age and employment. On the average, 
it works out to 4 pounds of bread or 3 
pounds of flour or 4% pounds of cake a 
week. Bread and potatoes predominate 
in the British diet. 

Cheese at 18 cents a pound is rationed 
at the rate of 2 ounces a week, not 
enough for one meal. 

Bacon and ham can be had in 2-ounce 
quantities each week at from 34 to 47 
cents a pound. 

Chocolates and other sweets are ra- 
tioned 4 ounces to a person each week. 

Special allowances are made for ex- 

pectant mothers, children, manual work- 
ers and older people. 
@ Point rationing covers certain items 
not rationed by quantity which can be 
bought anywhere they can be found. A 
Briton gets 32 points every four weeks. 
Imported bacon at 44 cents a pound 
takes 12 points. Canned fruits take 8 to 
12 points and cost 23 cents a pound and 
up. Dried fruits take 8 points. Three 
points are needed per pound of canned 
vegetables. Dried eggs cost 35 cents for 
the equivalent of a dozen and take 8 
points. Canned meats and fish take from 
8 to 32 points per pound. Twelve points 
are needed for spaghetti. A 10-ounce tin 
of evaporated milk takes 2 points. 
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~British Official 
MINISTER 
Lord Woolton foresees no jam tomorrow 


@ Fruit is rare. There has been one ra- 
tion of five bananas since Christmas for 
children only. Every five weeks, a pound * 
of oranges is available for 14 cents. 
Grapefruit is even more scarce. Lemons 
have been on sale only once in the last 
year and a half. 


@ Vegetables are less scarce than dur- 
ing the winter. Six pounds of potatoes 
can be bought at a controlled price of 2 
cents a pound. Spinach is 24 cents a 
pound. A small head of lettuce costs 35 
cents. Cauliflower runs 50 cents a small 
head. Carrots are plentiful at 2 pounds 
for 6 cents. Turnips and parsnips are 
easy to find. Onions at 9 cents a pound 
are almost impossible to find. 


@ Unrationed food, such as poultry, 
game and certain fresh fruits and vege- 
tables, is high priced when available. 
Grapes are 80 cents a pound. 

@ A dull diet is the net result. A normal 
breakfast consists of oatmeal, toast when 
available, and tea and one slice of bacon 
three mornings a week. One morning a 
week coffee, fried potatoes and sausage 
may be had. 

Lunch consists of leftovers, garden 
salad, a sandwich of a prepared spread 
and tea. Afternoon tea includes a little 
jam, bread and butter and three times 
a week cookies. 

Dinner will include meat two or three 
times a week, corned beef when avail- 
able, liver once every six weeks and 
potatoes. Green vegetables are served 
only occasionally in winter. Once a 
month, there may be a canned meat, 
spaghetti or cheese dish. Restaurants 
serve three-course meals, which do not 
require coupons, for a dollar. 

There is no starvation in Britain. Some 
people get more to eat than they did 
before the war. Most people get less. A 
recent survey shows that Britons con- 
sider food their biggest problem 


MAY 27, 1947 © 11 




















Reg. Appd. for U.S. Pat. Off. 


FRANCE CAUGHT IN POLITICAL TUG OF WAR 


Communists and DeGaullists intensify 
struggle for power. Cabinet of moderates 
holds balance of power in Government 


Reported from PARIS 
and WASHINGTON 


The political situation in France now 
is becoming a matter of major concern 
to the whole world. 

A Government 
French Communists 
needs U.S. 


dropped 
from its Cabinet 
credits to avoid inflation. 
More than $2,000,000,000 of U.S. 
money has been advanced to France 
since liberation, but more is needed. 

In addition, the Government is facing 
strikes for higher wages which, if sup- 
ported by the Communists, may shut 
down industry. 

Should the present Government by 
moderates fail, the outlook would be 
black. The ensuing tug of war in France 
between Communists and anti-Commu- 
nists would force the French to choose 
between the Communist leaders and 
anti-Communist Gen. Charles de Gaulle. 
Such a choice might lead to civil war. 


that has 
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OUTSIDE ON THE RIGHT 
De Gaulle’‘s new Party boasts 1,000,000 members 


@ The crisis in which France finds her- 
self is largely economic, a heritage of the 
war years. But economics are wrapped 
up in a dangerous political situation. 

Communists, who participated in gov- 
ernment under non-Communist Pre- 
miers, draw their political strength from 
the unions of French workers they lead. 
Communists hold most of the top offices 
in the General Confederation of Labor, 
which has more than 6,000,000 mem- 
bers. This is about half the wage earners 
in industry. 

Strikes threaten to spread throughout 
the nation. They began with a walkout 
in the nationalized Renault automobile 
works, led by dissident Communists 
seeking higher wages. Communist union 
leaders at first resisted the strike and 
supported the Cabinet policy of keeping 
a ceiling on wages. Finally, fearing the 


a, 





‘ 


loss of union leadership, the Commu- 
nists backed strikers by asking for pro- 
duction bonuses. 

Non-Communists, forming a majority 
of the Cabinet, took this opportunity to 
get rid of Communist ministers. The 
moderates fear that the U.S. might be 
reluctant to lend more dollars to a gov- 
ernment that includes Communists. 

In addition, Premier Paul Ramadier, a 
Socialist, is not prepared to have Com- 
munists in the Cabinet supporting a 
wage ceiling while Communists outside 
the Government lead a strike to break 
through this ceiling. 

Anti-Communists, led by De Gaulle. 
are profiting by this Cabinet shift. De 
Gaulle’s new party now claims 1,000,000 
members, as many as the Communist 
Party. But the Communists drew 5,500,- 
000 votes in the last elections while De 
Gaulle’s followers still must stand the 
electoral test. The wartime leader of 
the Free French wants a strong, anti- 
Communist government. 

@ The dilemma now confronting Rama- 
dier’s Cabinet is how to get dollar credits 
while keeping workers on the job at 
home. 
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GOVERNMENT OF THE CENTER 


Felix Gouin and Paul Ramadier in a Cabinet that bars extremists 





























For dollars, the French must keep on 
good terms with the U.S. Planned use 
ot credits and loans thus far advanced 
by the U.S. has enabled the French to 
take long strides toward recovery. 

Industrial production now is more than 
90 per cent, volume of exports more than 
70 per cent, of 1938 totals. This has 
been accomplished in part by hard work 
at home and in part by imports of food, 
coal and machinery from abroad. 

To keep moving ahead with their im- 
port program, the French may need as 
much as $540,000,000 in new loans and 
credits this year. The World Bank is 
advancing $250,000,000, but about 
$290,000,000 more must be raised. 

What the French do not get in 1947 
will be added to the dollars that must 
be raised in 1948, currently estimated 
at $428,000,000. 

Only in the U.S. can the French get 
loans or credits of this size. Top planner 
for the French, non-Communist Jean 
Monnet, is to come to the U.S. soon 
to explain France's recovery program 
and to seek dollar credits. French rep- 
resentatives in the United States are ex- 
ploring the chances of raising money 
through French “recovery bonds” on the 
U.S. market. 

But dollars alone cannot float French 
recovery. Backbone of the program Mon- 
net is to try to sell the U.S. Government 
and U.S. investors is the French worker. 

To get workers to stay on the job, 
Ramadier must ask for Communist sup- 
port, whether the Communists are in the 
Cabinet or out of it. 

This year, for the third time, French 





miners under Communist leadership are 
to give up six holidays granted them by 
law to mine more coal. This will add 
1,000,000 tons to French production, 
now higher than before the war. 

Throughout industry, Communists are 
leading the drive for more production. 

Few strikes have been started by 
Communists. In the Renault plant, both 
the Socialist workers and employes be- 
longing to an anti-Communist union 
walked out before Communist leaders let 
their followers join the move. “We will 
not be outflanked on the left” is the 
explanation Communists give for sup- 
porting Renault strikers. 

To get the Renault strikers back on 
the job, the Government has had to 
agree to a production bonus in addition 
to cash compensation for loss of pay dur- 
ing the strike. Advantages won by Renault 
strikers now are being sought by unions 
of metal workers and others led by 
Communists. 

Since General De Gaulle formed his 

anti-Communist movement, Communist 
unions have been losing members. But 
the Communist grip on French labor still 
is strong enough to wreck a drive for 
exports undertaken without Communist 
support. 
@ The immediate dangers threatening 
the present Cabinet are so many and so 
varied that a series of crises may be 
expected in the weeks ahead. 

Division of the moderate parties them- 
selves is threatened by the constant 
struggle between Communists and anti- 
Communists. Almost half the Socialists 
would have the Party refuse to lead any 
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OUTSIDE ON THE LEFT 


Cabinet in which the Communists did 
not participate. About the same propor- 
tion of Catholic Liberals would like to 
quit any Cabinet in which Communists 
did participate. 

Bread and wages are problems that 
will harry the Cabinet through the sum- 
mer. 

Workers are complaining about bread 
rations cut below the wartime level. 
More cuts are likely unless the Govern- 
ment can get 300,000 tons of wheat from 
hoarding farmers in France or from the 
U.S. before August. 

Workers also are asking wage in- 
creases, unwilling to wait until France 
earns or borrows more dollars. 

@ The way out of this dilemma be- 
tween a need for dollars and a need for 
workers depends on the success of a 
Cabinet led by moderates. Socialists and 
Catholic Liberals now in the Govern- 
ment may give some Cabinet portfolios 
to Communists or anti-Communists in 
the months ahead, but control is to 
remain in moderate hands as long as 
possible. 

No Communist Premier, under present 
circumstances, could hope to get loans 
and credits in the U.S., which now is to 
spend $400,000,000 to keep Russian in- 
fluence out of Greece and Turkey. 

No anti-Communist Premier could 
hope to persuade French workers to in- 
crease production as long as Communists 
are in control of the unions. 

@ A moderate solution under a Socialist 
or a Catholic Liberal Premier may open 
the way for U. S. credits and the support 
of Communist labor unions. 


-Acme 


Communist Chief Maurice Thorez’ words have the weight of 5,500,000 Communist votes in the last election 
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U.S. PREPARES TO SQUEEZE SOVIET TRADE 


Administration asks for extension of present 


export controls so that vital goods can be 
kept away from Russia and her satellites 


Russia and the countries she domi- 
nates now are to be pushed farther away 
from a chance to share in the U.S. food 
and equipment available for world re- 
covery. 

The United States is undertaking a 
new program to close loopholes in the 
international trade of the U. S. that might 
allow aid or comfort to communism. 

The idea is to make economic action 
conform fully to the country’s policy in 
international politics. The effect will be 
to help out nations that welcome democ- 
racy at the expense of those that do not. 

Control of U.S. loans is the most im- 
portant instrument in directing the flow 
of U.S. goods abroad. Loans and grants 
from public funds will pay for more 
than $5,000,000,000 worth of U.S. ex- 
ports this year, when total shipments 
from the U.S. are expected to reach 
more than $13,000,000,000. But except 
for small amounts for relief in Poland 
and Hungary, nothing will go to the 
Soviet area on a loan or grant basis in 
1947. 

Now the policy of squeezing the 
Soviet countries out of U.S. trade is to 
be expanded by keeping alive wartime 
controls over exports. 

There is no immediate intent to add 
to the list of commodities for which ex- 
port licenses are required. But the U.S. 
Government wants to hold on to the 
authority to direct the flow of the nation’s 
exports. It intends to use this power in 
the event Russia or any of her satellites 
overcomes other curbs on buying in 
the U.S. 

@ Export controls are due to expire 
June 30 unless the U.S. Congress ap- 
proves a one-year extension now asked. 

Many businessmen oppose extension 
as no longer necessary to protect the 
supply of goods on hand for the U.S. 
public. They want more freedom of 
action and an end to the paper work 
controls make necessary. 

On that score, the Administration has 
been going along with U.S. exporters. 
Already the wartime list of more than 
3,000 commodities subject to export con- 
trol has been pruned to less than 500. 
But now Government officials are asking 
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extension of the authority to control 
exports for international rather than do- 
mestic reasons. 

Power to allocate goods bound over- 
seas is desired should it be needed to get 
materials to friendly countries that have 
dollars from U. S. or international loans. 

Power to prevent exports is wanted by 
the U.S. Administration in the event 
Communist-dominated nations do _ get 
dollars and try to bid for U.S. products 
against the countries receiving help from 
Washington. 

A complete embargo in “times of in- 
ternational crisis’ would be authorized 
in new legislation asked by President 
Truman. His message is aimed primarily 
at bringing about the supervision of the 
traffic in munitions in peacetime, but pro- 
vides for the control of all exports when 
an “emergency in international relations” 
is declared. 

@ Russia’s gold is a principal reason for 
the new U.S. policy. 





Mining engineers from other countries 
have reported that Russia deliberately 
built up gold production in the late 30s 
in order to create a big reserve of the 
metal for use in the event of war, Most 
of this reserve remains intact. The Lend- 
Lease program made it possible for the 
Russians to get needed equipment from 
the U.S. without spending gold. 

The Soviet Union long has kept secret 
the size of her gold reserve and current 
production. But experts in the U.S. and 
elsewhere believe the Russian supply of 
gold to be substantial. Many think it is 
being held intact in the hope a U.S. 
depression will lower prices of things 
Russia wants from U.S. manufacturers. 

What Russia wants from the U.S. now 
are particularly machinery and _ spare 
parts. But prices are high and delivery 
dates are far in the future. Some U. S. 
producers refuse to accept orders for 
delivery before 1950. 

Dollar balances of Russia in the U. S. 
are relatively low. Since most machinery 
manufacturers require a 25 per cent pay- 
ment at the time of ordering, few con- 
tracts could be placed for future delivery 
of machinery. 

Thus, although such equipment is not 
on the list of commodities under export 


U.S. Trade Turns 


Away From Russia 
(Smaller Share of Exports for Soviet Sphere) 
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MR. TRUMAN’S PROBLEM 


How to win friends and influence policy 


control, for all practical purposes Russia 
will be unable to apply for any substan- 
tial part of American production of ma- 
chinery unless she sells more gold to the 
U.S. Treasury. 

If that should happen and if export 
controls are continued, the U.S. Gov- 
ernment would be in position to fore- 
stall contracts for machinery by refusing 
to issue licenses for shipments to Russia. 

Satellite countries of Russia are short 
ot dollars, too. Most of them do not have 
anything like the gold resources held by 
the Soviet Union. These countries want 
food and industrial equipment, but as 
long as their economies are tied to that 
of Russia they have little hope ot buying 
much from the U.S. 

Poland and Czechoslovakia recently 
have been studying the problem of add- 
ing to their trade with the U.S. and 
Western Europe. If they are not to get 
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loans, they hope at least to acquire some 
of their needs through direct trading. 

But those countries would be unlikely 

to push sales to the U.S. if they were 
on notice that they might be able to buy 
little in return. Things they wanted could 
be put under export licensing on the 
theory that the shipments eventually 
might be taken over by Russia. 
@ Development of the new policy, 
which could amount to a trade quarantine 
by the U.S. of countries in the Soviet 
sphere, follows a progression of events 
geared to growing tension between the 
Kast and West. 

The end of Lend-Lease shut off the 
much material Russia 
counting on receiving from the U. S. 

A $6,000,000,000 loan requested of 
the U. S. by Russia has been allowed to 
gather dust in the files of the U.S. State 
Department. 

Termination of UNRRA cut off much 
of the food and clothing going to Russia 
and her satellites. Hostility of Yugoslav 
troops who fired on American planes 
while UNRRA shipments from the U. S. 
were being received in Yugoslavia had 
much to do with crystallizing U.S. opin- 
ion against this form of aid. 

A loan to Czechoslovakia, under con- 
sideration by the U.S. Export-Import 
Bank, was postponed indefinitely when of- 
ficials of that country applauded Russian 
charges that dollars were being used as 
weapons of “economic imperialism.” 

The combined effect of these actions 
is shown in the accompanying chart. 
With Lend-Lease and UNRRA aid, ship- 
ments from the U.S. to the Soviet sphere 
accounted for 13.2 per cent of all U.S. 
exports in the last quarter of 1945. A 
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13,2% 
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year later, without Lend-Lease and 
UNRRA and with no new financial help 
to supplant them, U.S. sales to Russia 
and her satellites amounted to only 3.7 
per cent of the total value of goods 
exported by the U.S. 

Thus, U.S. businessmen have little at 
stake if the Government decides to re- 
fuse licenses of certain goods requested 
by the pro-Soviet nations. The small 
percentage of purchases now going to 
the Soviet sphere would be quickly ab- 
sorbed by other customers. 

For the next several years at least, 
there is to be plenty of demand from 
friendly countries for all that the U. S. 
can spare. Only the availability of dol- 
lars will limit what can be sold to them. 
@ Blocking off a part of the world is a 
reluctant choice for U.S. policymakers. 

The original program for postwar 
commerce, based upon the relations ex- 
isting at the time of Germany s surrender, 
was for an expansion of trading all over 
the world. 

A shift away from that program is to 
be tried. For the immediate future, the 
U.S. wants to make certain that coun- 
tries that tend toward co-operation with 
the West get the first call on the products 
of America. 

@ What the future holds probably will 
depend largely on Russian reaction to the 
tightened policy of the U.S. and the 
extent to which the American public is 
willing to go in aiding friendly nations. 

Ultimately, Russia may decide it is to 
her interest to deal more co-operatively 
with the Western world. If not, the U. S. 
now is prepared to fall back on Govern- 
ment controls to keep American products 
out of Communist-dominated countries. 
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LATIN REPUBLICS BUYING 





ARMS AT BARGAIN PRICES 


U.S. surpluses are biggest source of supply 
for South American countries, but European 
munitions makers are invading the market 


Latin-American countries quietly are 
building up their armaments. Since the 
end of the war they have bought combat 
material originally worth somewhere in 
the neighborhood of $50,000,000. 

Biggest supplier now is the U.S., 
which is trying to keep out European 
arms and make U.S. equipment stand- 
ard throughout the Western Hemisphere. 
But European countries, whose sales 
were cut off during the war, are edging 
their way back into the market. And 
Russia would like to get into the game. 

Hungriest customer, although not the 

heaviest buyer, is Argentina. The U.S., 
which has furnished combat equipment 
to other countries of Latin America since 
Lend-Lease was started, has refused to 
sell to Argentina. As a result, most of 
Argentina’s equipment is obsolete. 
@ Strongest contender for sales of com- 
bat aircraft and ships in Latin America 
is the United Kingdom. The British have 
abandoned their wartime agreement with 
the U.S. not to sell arms to Latin-Ameri- 
can countries. They need export busi- 
ness, and they are going after it. 

Most significant sale by the British 
covers six Meteor IV jet fighters for 
Argentina. After tests, Argentina may 
buy more of them. The British have un- 
der consideration the sale of warships to 
Argentina. And British salesmen are of- 


fering arms elsewhere in Latin-America. 

Russia has offered to sell arms to Ar- 
gentina, and may make similar offers to 
other countries. But Latin-American 
countries prefer U. S. equipment. Argen- 
tina turned down Russia’s offer. 

Others that are trying to get back into 

the market are Sweden, Belgium, the 
Netherlands, Czechoslovakia and _pos- 
sibly Spain. Some private dealers in 
munitions think these countries are sell- 
ing about $3,000, 000 worth of arms and 
ammunition, both civilian and military, 
in Latin America each month. 
@ The U.S. Government is selling sur- 
plus combat equipment at a fraction of 
the cost price. Principal purchasers thus 
far are Chile, Brazil, Peru and Colombia. 
For political reasons, no sales are being 
made to Argentina, the Dominican Re- 
public, Honduras and Nicaragua. 

Chile is paying $746,000 for equip- 
ment that cost the U.S. $6,000,000. 
Main items are landing craft, attack 
cargo ships and combat ordnance for one 
infantry regiment and one field artillery 
battalion. 

Brazil is getting for $320,000, equip- 
ment that cost the U.S. $3,400,000. 
Biggest items are $2,600,000 worth of 
parts for fighters and medium bombers 
previously furnished by the U.S. Also 
included are ground weapons and ammu- 


nition, armored cars, half-tracks and 
smaller items. 

Peru’s purchases cover aviation equip- 
ment. For $422,000, she is buying 25 
fighters, attack bombers, 8 medium 
bombers, and spare parts and ammuni- 
tion. Original cost was $5,100,000. 

Colombia is acquiring a patrol frigate, 
combat aircraft and ground weapons and 
ammunition. Cost to U.S. was $5,744,- 
000. Price to Colombia is $383,000. 

Venezuela is getting $1,500,000 worth 
of material for $133,000, including a 
tank landing ship, weapons and ammuni- 
tion. Uruguay is buying weapons and 
ammunition that originally cost $235,- 
000. Price to Uruguay is $24,400. Small 
sales have been made, also, to most other 
countries of Latin America. 

U.S. sales of noncombat equipment 
run into millions of dollars. Training and 
transport planes alone have brought more 
than $50,000,000. Surplus U.S. Army 
trucks are in wide use in Latin America. 
Demilitarized naval craft have been sold 
to individuals and shipping —— 
in many COUNTIES. ‘ 

Private shipments of arms to Latin 

America from the U.S. are small and 
cover mostly weapons too light to be 
effective against military arms, especially 
to Venezuela. 
@ Balances of power, on the whole, 
have not been upset by sales the U. S. 
has made so far. Notable exception is 
Argentina, surrounded by countries that 
have received U.S. equipment. 

U.S. policy is to make further sales of 
surplus on the present basis, but to avoid 
loading up Latin-American countries 
with armaments they cannot afford. The 
U.S. hopes, thus, to keep European 
sales down to a minimum and to make 
North American arms standard. Whether 
this policy succeeds in the long run will 
depend largely on the willingness of 
Latin-American governments to hold 
their armed forces down to moderate size. 
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Free State, abandoning wartime isolation, 
pushes drive for exports in effort to 
defray cost of importing needed goods 


Reported from DUBLIN 
and WASHINGTON 


The Irish Free State is leaving her war- 
time isolation far behind in order to join 
the international drive for world trade. 

A delegate from Eire is now to sit with 
the International Emergency Food Coun- 
cil to help decide how the world’s supply 
of scarce foods should be divided up. 
Dublin officials are watching closely to 
see how the Geneva conference on tariffs 
and trade is to affect them. And Eire’s 
application for membership in the U.N. 
still stands, awaiting favorable action. 

Back of this willingness to co-operate 
with international organizations is an urge 
to expand Irish exports to new heights. 

Complete self-sufficiency, the Govern- 
ment of Eamon de Valera has decided, 
is impossible on Eire’s limited resources. 
A 17-year effort to produce most of what 
she needs is to continue, but is not 
counted on to lift living standards to the 
levels sought. Trade with other nations 
in much increased volume is to accom- 
plish that. 

Besides, current shortages of fuel and 
food and a sharp rise in the cost of living 
can only be cured by a heavier flow of 
raw materials into Eire. The money to pay 
for these imports, in turn, is to come from 
expanded exports. 

@ A trade deficit of record size has 
failed to drive Eire into emergency re- 
strictions on imports, as it has Britain 
and other countries. 

Goods coming in added up to $287,- 
000,000 last vear, well above the total 
for any previous year. In prewar 1938, 
by contrast, Eire’s imports amounted to 
$ 167,000,000. 

Goods going out to other countries in 
1946, on the other hand, amounted to 
only $153,000,000. But, at that, this 
export total stands 58 per cent above the 
1938 figure of $97,000,000. 

Excess of imports over exports thus 
amounts to $134,000,000, as against 
$70,000,000 in 1938. 

The way trade is running this year, 
Irish officials believe, the deficit for 1947 
will be even larger, 


@ Shortages persist, nevertheless, de- 
spite rising imports. Some of the defi- 
ciencies have become acute enough to 
put prices out of reach of poor people, 
hamper the drive for exports and set 
Government officials on a _ desperate 
search for remedies. 

Coal supplies amount to less than a 
third of what was regarded as normal 
before the war. Relying almost wholly on 
imports, Eire’s receipts of coal now aver- 
age between 500,000 and 700,000 tons 
a year, as against a prewar average of 
3,000,000 tons. Britain has been unable 
to keep up coal exports, and the U. S. 
can supply only part of Eire’s require- 
ments. 

Irish householders, in consequence, 
have to get along without any coal for 
heating. They have had none, in fact, 
since 1940. In place of coal, they have 
burned peat from Eire’s bogs. 

Food is also short, though to visitors 
from England, Eire still stands out as a 
land flowing with milk and honey. Meat 
is relatively plentiful, with the exception 
of bacon, but bread, milk and fats are 
short enough to require Government 
control of consumption. 

Rationing thus covers basic foods as 
well as soap, clothing, gasoline, and light 
and heat for homes. But by contrast with 
British rations, amounts available to Irish 
consumers are generous. 

Living costs keep going up, neverthe- 
less, despite strenuous efforts by the 
Government to control prices and equal- 
ize consumption. Jail sentences for viola- 
tors of the price controls have not pre- 
vented prices to consumers from rising 
71 per cent above the prewar level. A 
small subsidy and a food-voucher scheme 
for the poor offset this increase only 
slightly. 

Thus, bread costs the Irish consumer 
6 cents a pound, as against 5 cents in 
England. Bacon comes to 57 cents a 
pound in Eire, 40 cents in Britain. Eggs 
average 60 cents a dozen as against 40 
cents to Britons—when they can get 
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PRIME MINISTER DE VALERA 


Finds self-sufficiency inadequate 


them. Butter costs 58 cents in Eire, 30 
cents in England. 

Wages, on the other hand, have not 
yet risen as fast or as far as prices. 
Against a price increase of 71 per cent, 
wage rates stand at about 50 per cent 
above prewar levels. 

Workers’ incomes thus are squeezed in 

order to make ends meet. While outright 
starvation has not occurred, Dublin’s poor 
frequently sell their clothing rations in 
order to get money for food. And the 
proportion of Irish wage earners who 
have to live on $600 a year or less comes 
close to 80 per cent. 
@ Weather and war get the blame for 
Eire’s present shortages and her trade 
deficit. During the war, though Irish 
industry and agriculture kept produc- 
tion and employment within 20 per 
cent of prewar levels, restrictions on 
imports cut sharply into stocks of needed 
raw materials. 

Heavy rains last summer, followed by 
blizzards, freezes and floods since then, 
impaired Eire’s ability to produce either 
for herself or others. As in Britain, 
weather and war have combined to cut 
off feedstuffs for livestock, fertilizer for 
the land, and machinery for industry as 
well as for agriculture. 

Government efforts are concentrated 
now on curing shortages and high prices 
by action both at home and abroad. The 
drive for self-sufficiency in food produc- 
tion and an increase in industrialization 
is to continue. Along with this, Dublin 
seeks new markets for Irish farm prod- 
ucts abroad, both to pay for imports and 
to raise Irish incomes. 

If these measures don’t work, neither 
the Government nor the Opposition is 
ready to say what to do next. As Patrick 
Smith, Minister of Agriculture, told the 
Dail: “With the help of God the weather 
will mend. Like the Opposition, the 
Government has no further ideas.” 
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PURCHASES FROM U.S. DUE 
FOR CUT IN LATIN AMERICA 


Shortage of dollars and high prices are 
to bring a gradual reduction in orders, but 
a few nations will continue heavy spending 


U.S. exports to Latin America have 
shot up to an all-time high of more than 
$300,000,000 a month. The trade boom, 
if it were to continue at its present rate, 
would carry sales far above the record 
total of $2,099,900,000, set last year. 

Signs are appearing, however, that the 
present wave of buying soon will begin 
to wear off, that the day of the sellers’ 
market is about to pass. Latin America 
lacks the resources to maintain buying in 
such volume and at such high prices. 

q] Prime cause of todays boom is a 
hunger for goods that could not be satis- 
fied during the war. V-J Day found 
Latin-American countries short of virtu- 
ally everything the U.S. makes, although 
the U.S. had tried in wartime to appor- 
tion available supplies equitably. A simi- 
lar situation existed after World War I. 

As U.S. production gained momentum 
in 1946, Latin America eagerly sought 
every kind of manufactured goods. De- 
mand was especially heavy for radios, 
electrical appliances, automobiles and 
machinery. Increased production in the 
U.S. sent export totals upward. 

Rising prices in the U.S. after the re- 
moval of controls made export valuations 
jump further. The continued upward 
trend of U.S. prices plays a big part in 
the present bulge of trade statistics. 

Europe's inability to furnish goods in 

large quantities is another reason for big 
sales by the U.S. Before the war, Latin 
America got only a third of its imports 
from the U.S.; most of the other two 
thirds came from the British Isles and 
Continental Europe, particularly Ger- 
many. Now Germany is out of produc- 
tion, and other countries are unable to 
export in anything like prewar quantities. 
So the U.S. is suppiying more than half 
of Latin America’s imports. 
q) Biggest brake that will slow down 
buying from the U.S. is the fact that 
most countries in Latin America simply 
haven't the export income or the reserves 
of gold and dollars necessary to support 
their present rate of buying for an ex- 
tended period. 
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Balances built up mainly in wartime 
are being drawn on heavily now to pay 
for purchases in the U. S. During the war, 
Latin America made big sales of metals 
and other materials to the U.S. But the 
U.S. could not reciprocate with goods. 
Result was that the other American re- 
publics had gold and exchange balances 
of $4,384,958,000 at the end of 1945, as 
against $1,070,024,000 at the close of 
1941. 

Holdings of gold and _ exchange 
amounted to $4,678,900,000 at the end 
of 1946, despite heavy purchases of 
goods from the U.S. But large exports of 
food by Argentina and of sugar by Cuba 
accounted for the year’s increase. Actu- 
ally, dollar accounts of some countries 
shrank seriously during the year. Mexico 
was the heaviest loser, her total of gold 


and exchange dropping from $376,000,- 


000 to $252,000,000. And Mexico was 
the heaviest buyer of U.S. exports. 
Losses of dollars by some comntries 
have increased this year. Peru has suf- 
fered a temporary crisis in dollars. 
Colombia’s holdings have fallen off 
$42,000,000 since the close of 1946. 
Joker in the figures on gold and ex- 
change is that they do not represent true 
power to buy abroad. Gold holdings are 
pledged in part as reserves for paper 
money in circulation. Exchange figures 
include not only dollars but also British 
sterling and the currencies of other coun- 
tries. Brazil, for example, had $700,000,- 
000 in gold and exchange at the end of 
1946. But a fourth of the $350,000,000 
in gold that is included in the total is 
obligated as a currency reserve, and 
$260,000,000 of the balance represents 
blocked sterling that cannot be used now. 
A few countries in Latin America are 
having trouble now in digging up dollars 
with which to meet drafts within a rea- 
sonable time. The most prudent ones are 
worried about conserving their U.S. 
funds. 
@ Tighter controls are the device that 
thrifty countries are using to cut down 
their dollar outgo. These controls take 
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the forms of import licenses, exchange 
permits and multiple rates of exchange. 
More than half of the countries have had 
various types of these controls in effect. 
But frequently the regulations have been 
drawn loosely and enforced inefficiently 
or corruptly. Result has been relatively 
free spending of dollars, often for high- 
priced luxuries. 

Now the tendency is to clamp down. 
Brazil, for example, is refusing to license 
the importing of numerous nonessentials. 
Colombia has cut drastically the quarterly 
quotas of dollars that she will permit to 
be used for purchases abroad. 

Not all countries are tightening up, 

however. Mexico has a system of import 
licenses but is making little use of it. 
Chile’s control of dollars has been in- 
effectual. 
@ Port bottlenecks, too, are tending to 
discourage imports from the U.S. Most 
ports in Latin America are congested. 
Ships sometimes must wait three or four 
weeks for their turn to unload. Customs 
machinery is bogged down with accumu- 
lated clearance papers. Dock warehouses 
are jammed. 

Shipping companies are increasing 
their charges for carrying goods to the 
ports where conggstion i@ at its worst, 
because of the time their vessels must 
lie idle while waiting to be unloaded. 

Movement of goods, thus, is being 
slowed up. And higher shipping charges 
mean higher selling prices. 

@ Waning demand for certain items, 
particularly luxury goods, is beginning to 
make itself felt and will become more 


pronounced. In some countries, the first 
wave of insistence on getting luxury 
items at any price is subsiding. Con- 
sumers are beginning to hesitate on 
account of high costs. 

Importers are becoming cautious be- 
cause they think a price break in the 
U.S. may be imminent. They don’t want 
to be caught with commitments for high- 
priced merchandise. They realize, too, 
that the backlog of accumulated demand 
is being pared down. 
|] European competition will increase 
gradually during the year. Britain and 
most of the countries on the Continent 
are having trouble getting their exports 
rolling. But they are making some prog- 
ress. As Latin America buys more from 
Europe, it will buy less from the U.S. 
@) Decline in buying is to be most se- 
vere in countries that have handled their 
dollars carelessly, clamped down controls 
recently or experienced a slump in ex- 
ports to the U.S. 

Chile is having dollar difficulties. U. S. 
suspension of the 4-cent duty on copper 
will relieve the situation some. If Chile 
ratifies her trade agreement with Argen- 
tina, part of the proceeds of Argentine 
loans will be spent for purchases in the 
U.S. in behalf of Chile. But the U.S. 
Government is cool toward giving her 
additional credits. Dollars will be scarce 
in Chile for some time, and buying 
abroad will suffer as a result. 
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Mexico is likely to get fewer luxury 
goods this year than she did in 1946. 
Loans from the U. S. Export-Import Bank 
and probably from the World Bank will 
enable her to continue a fairly high 
rate of buying; but purchases with these 
funds will be mainly durable goods. 

Brazil will continue to buy machinery 
for use in industry, transportation, com- 
munications and agriculture. Wide-open 
use of dollars is unlikely, however, unless 
coffee prices rise more than expected. 

Colombia and Peru will be inclined to 
use dollars much more cautiously than 
they have since the end of the war. 

@ Brightest spots in the trade picture 
as the year advances probably will be 
Argentina, Cuba and Venezuela. 

Argentina is making a big profit on ex- 
ports. Her balances are piling up. She will 
continue heavy buying of materials of 
all kinds for her Five-Year Plan of eco- 
nomic development. 

Cuba is reaping a record harvest of 
dollars from sales of sugar. She will be 
able to buy large quantities of U.S. 
goods. 

Venezuela, second largest exporter of 
oil in the world, can continue in a strong 
financial position as long as the demand 
for her petroleum holds up. 

@ Fairly good demand for imports will 
prevail as long as conditions inside the 
U.S. are favorable, even though spotti- 
ness will develop as the boom recedes. 


For dollars will continue to flow from 
the U.S. to Latin America. 

The U.S. needs Latin-American food, 
fiber and minerals in large volume. Pur- 
chases of these commodities will furnish 
dollars to Latin America. 

Tourists from the U.S. are to visit 
Latin America in increasing numbers as 
steamship lines put more passenger vessels 
into service. Dollars left by tourists will 
be spent eventually for U.S. goods. 

Direct investments by U. S. capitalists 
will move dollars south. 

Securities of Latin-American govern- 
ments with clean credit records will find 
buyers in the U.S. Thus, more dollars 
will go south. 

U.S. Government lending to finance 

dollar costs of self-liquidating projects 
will continue, although urgent needs in 
countries damaged by war may get 
higher priority. 
@ A downturn in U.S. sales to Latin 
America is inevitable; the present boom 
cannot continue indefinitely. But trade 
experts do not expect the downturn to 
be disastrous if conditions in the U.S. 
are fairly stable. Rather, they expect it to 
lead to the healthy commerce that exists 
between Latin America and the United 
States in normal times. And Latin-Amer- 
ican governments, if they are thrifty 
now, can save backlogs of gold and ex- 
change larger than those that they held 
before the war. 
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COMMUNISM SEEPING INTO WEST GERMANY 


U.S. and Britain fear Russia is planning to 


control nation by dominating labor unions 


in all zones through tactics of infiltration 


Reported from BERLIN 
and WASHINGTON 


Russia is trying to gain control of Ger- 
many from within through the labor 
unions. 

Soviet leaders back a single union for 
all Germany, organized from the top 
down. German Communists, who follow 
Moscow’s bidding, are in control at the 
top. Membership is increasing rapidly. 

The U.S. and Britain are aware of 
these tactics. To combat them, the West- 
ern powers are encouraging free unions, 
built up from the rank and file. This is 
a slow process. 

q) First victories in this campaign to win 

German labor are going to Russia. Profit- 
ing from strikes and food shortages in 
Western Germany, the union sponsored 
by Russia is gaining power. 

Non-Communist leaders of labor in 
the Western unions now are apprehen- 
sive that they and their unions may be 
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MAY DAY IN BERLIN: Communists in labor groups had cause to celebrate 
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swallowed up by Communists when Ger- 
many is united. 

In the Soviet zone of occupation there 
is no competition among unions. 

German Communists, trained in Mos- 
cow, followed the Russian Army _ into 
Eastern Germany. They founded the 
“Free German Trades Union.” Workers 
who joined unions affliated with this 
federation found that they could improve 
their lot. 

Union members in the Russian zone 
are consulted on denazification. Nazi 
shop foremen who are popular with the 
workers remain on the job. 

German workers in the Russian zone 
get more food than workers in the West. 
German provinces occupied by Russia 
produce more food than they need 
while the Western zones require huge 
imports, so workers in the East eat better. 
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Consumer goods are distributed by the 
unions as incentives for more produc- 
tion. Russia takes much of current pro- 
duction, but union members help dis- 
tribute what is left. As a result, they 
have an interest in crushing the black 
market. 

Nationalization of business began in 
Saxony, where workers were asked: “Do 
you approve of socializing firms belong- 
ing to war criminals and Nazis?” A few 
objected to the wording of the question, 
but 70 per cent approved. 

No more plebiscites were held, but less 
than 25 per cent of industry in the area 
occupied by Russians remains in private 
hands. Union members elected by their 
fellows help manage the nationalized 
plants. 

Unions in the Russian zone include 
nonindustrial workers in their member- 
ships. Union No. 17, for example, takes 
in singers, actors, vaudeville and circus 
performers, musicians, authors, compos- 
ers, painters, architects and newspaper- 
men. Doctors, scientists and professors 
are to be admitted in the near future. 
There is no professional examination of 
applicants for membership. 

The result of Russia's bid for the 
workers’ support is shown in the accom- 
panying chart. The Russian zone, with 
only 26 per cent of the population of Ger- 
many and about 24 per cent of German 
industry, has more union members than 
the other three zones put together. 

In Berlin, German Communists al- 
ready control labor. The methods used 
there give a preview of the steps by 
which they hope to capture control of 
labor outside the Russian zone. 

Communist organizers, backed by the 
Soviet Army, already dominated Berlin's 
labor unions when U.S., British and 
French troops arrived to participate in 
the occupation. The Russians agreed 
to free elections for a city council last 
October. Berliners gave 1,557,821 votes 
to non-Communist candidates and only 
382,386 to Communists and their allies. 

Non-Communists, confident of victory, 
pressed for trade-union elections to de- 
cide control of Berlin’s 500,000 organ- 
ized workers. The Russians agreed, but 
elections were delayed until this spring. 

Communist organizers aided at every 
turn by the Russian members of the 
Allied Control Council, worked hard in 
the meantime. Communists had few rep- 
resentatives in the Berlin Government, 
but one of them was the Labor Minister. 
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French Zone 
318,723 





UNION LABOR IN GERMANY 
(Membership by zones) 







British Zone 
1,746,000 
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The Russians insisted on a complex 
method of choosing the 45 members of 
Berlin’s Trade Union Council. One mem- 
ber was to be appointed by the leaders 
of each of Berlin’s 18 trade unions. The 
remaining 23 councilmen were to be 
elected at large from the various districts 
of Berlin. 

When the voting ended, the Commu- 
nists and their allies held 30 seats, non- 
Communists held only 15. 

In the Western zones, the U.S., Brit- 
ain and France are building up resistance 
to such methods. 

The French Military Government is 
blocking efforts of German Communists 
in the French zone to strengthen bonds 
with unions in the Russian zone. French 
Communists are too concerned with con- 
trolling the labor movement at home to 
risk interference in Germany. 

U. S. policy is to encourage the growth 
of small unions. Union membership is 
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scattered among nearly 600 trade unions. 
Zone-wide unions of the type operating 
in the Russian zone are banned. The 
American Federation of Labor keeps a 
representative in the U.S. zone who is 
frequently consulted by German labor 
leaders. The Congress of Industrial Or- 
ganizations is watching Germany through 
the World Federation of Trade Unions. 
Britain's Labor Government is enlist- 
ing the help of British trade unions to 
combat the work of Communist organ- 
izers. All but a few of the 170 unions 
in the British zone are led by German 
Socialists who offer a program of nation- 
alizing industry within a planned econ- 
omy. Communists nevertheless have suc- 
ceeded in obtaining control of unions in 
several cities of the Ruhr. 
@ Slow penetration by German Com- 
munists into the trade unions of the 
Western zone is occurring, with the help 
of Russia. 


Returning prisoners of war from Rus- 
sia often prove to be able union leaders. 
Prisoners whose homes are in the West- 
ern zones of Germany are offered the op- 
portunity to study trade union methods 
in Russia. Some bolt the Communists 
when they get back home; others find 
it more profitable to stay with the Party. 

“Ample funds enable Communist or- 
ganizers to operate cars, find adequate 
housing and employ secretaries,’ reports 
Thomas Hawkins, World Report staff cor- 
respondent, in Berlin. “Communist Party 
staffs are two to three times as large as 
those of all other parties put together.” 

Propaganda controlled by the Russians 
and the German Communists concen- 
trates on the workers. Communist unions 
in the Soviet zone have first call on news- 
print for propaganda purposes; in the 
Western zones the unions must take their 
turn in line with businessmen for paper 
and other supplies. 

@ Union troubles in Western Germany 
stem from economic troubles. 

Unemployment in the Western zones, 
particularly in the Rhineland, keeps 
union membership down. By agreement 
among the powers, only employed Ger- 
mans may be members of unions, but 
there are few unemployed in the Russian 
zone. Unemployed Germans in the West 
are more receptive to Communist propa- 
ganda than those who are working. 

Shortages of food and consumer goods 
whittle down the value of workers wages. 
By agreement among the four powers, 
wages are frozen at prewar levels. Au- 
thorities in all four zones get around this, 
however, by permitting the worker to 
buy some consumer goods at cost. 

In the Western zones private industry 
takes the credit for such opportunities 
offered to workers, but in -the Russian 
zone it goes to the unions. In the food- 
poor Western zones, workers sell what 
consumer goods they get to buy food. In 
the normally food-rich Russian zone they 
keep these goods for their own use. 

Because there are so many unions in 
the Western zone, employers look to the 
“works council” rather than the union 
for negotiations on labor matters. “Works 
councils” are representative bodies of 
employes who may or may not be union 
members. 

Union leaders in both the American 
and British zones complain that they are 
not given enough responsibility to keep 
their members busy. They want repre- 
sentation on all personnel questions: 
they would like a voice in municipal, 
provincial and zonal government. 

@ Outcome of the struggle for German 
labor depends largely on the U.S. and 
British plans to build up the economy 
of Western Germany. Free trade unions 
may flourish with full employment when 
the workers’ wage buys enough food and 
some consumer goods. Under present 
conditions, however, Communists are 
gaining ground among German workers. 
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GERMAN RECOVERY FALLING BEHIND SCHEDULE 


Britain and U.S. may avert crack-up in merged 
zones by shift to more centralized economy. 
Timetables and cost estimates are revised 


Reported from BERLIN, 
LONDON and WASHINGTON 


Plans of the U.S. and Britain to revive 
Western Germany are falling far behind 
schedule. A tangle of troubles now devel- 
oping means that more time and more 
money will be needed to get Germany 
eet me ee ET AC ae ae teem 
On a self-supporting basis. 

@ Biggest trouble now is an acute food 
shortage. But underlying causes are 
shortages of raw materials, labor unrest 
and basic differences of policy between 
the U.S. and Britain. 

Already it has been necessary to trim 
Germany’s export goals for 1947 by one 
third. Coal production, after a_ brief 
spurt, again is declining. Much more 
food than originally expected is to be 
required to feed Western Germany dur- 
ing the crucial next three months. 

There are indications that Britain may 
not be able to bear her share of the 
increasing costs of occupation. This 
means that the U.S. may be called upon 
to contribute more food, raw materials 
and machine parts if Germany is to avert 
starvation and revive her production 
sufficiently to pay her own way. 

The question being asked is whether 
the »ttempt to unify Western Germany is 
cracling up. The answer is that a crack- 
up may be avoided by a shift toward a 
more centralized economy. 

@ A clash of U.S. and British ideals is 
contributing to failure of the bi-zonal pro- 
gram to function as smoothly as expected. 

Socialization of business is advocated 
by the British. Britain is firm on this point 
with her Foreign Secretary, Ernest Bevin, 
describing public ownership of basic Ger- 
man industries as “the only remedv.” The 
U.S., on the other hand, holds that the 
individual German states should be per- 
mitted to make their own choice. 

A controlled economy for all of Ger- 
many is wanted by the British. U.S. pol- 
icy leans toward letting the states govern 
their own economies. 

The British complain that 60 per cent 
of German production is outside of occu- 
pation control. They contend this results 
in waste and cite cases of German states 
allowing new firms to be set up while ex- 
isting industries of the same type are run- 
ning at only a fraction of capacity. 
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German responsibility for self-govern- 
ment is being increased by the U. S. while 
the British are retaining their own people 
in key positions. 

The Americags do not have suiicient 


a oO ~~ 


porsonnel to enforce economic controls 
o1 to handle the details of food distribu- 
tion in their zone as the British do in 
theirs. In addition, the present U.S. mili- 
tary Government staff, already less than 
one third as large as the British, soon is 
to be cut from 6,300 to 4,300. 

@ The food shortage, critical at the 
present time, may get worse. But Wash- 
ington officials believe it will start im- 
proving within three weeks. 

The severe winter and failure of Ger- 
man farmers to turn in their quotas of 
food caught U. S. officials off guard. The 
food crisis came sooner than anticipated. 
June, July and August had been expected 








to be the most serious months, and re- 
serves in Germany had been permitted 
to fall lower than usual to give priority 
to Italy’s earlier food plight. 

Germany now is to require at least 
140,000 more tons of food than originally 
expected. Much of this shortage repre- 
sents pilferage by Germans and refusal of 
German farmers to meet their quotas. 
Virtually all of the deficit is to be made 
up by the U. S. 

@ Coal production, considered ihe Key 
to Gérmany’s é€ondmic Tecovery, 1s ag- 
ging, even though 22,000 miners have 
been recruited since January. 

In the Ruhr, production of anthracite 
is down to about 219,000 tons daily, an 
8 per cent decline from last month’s 
figure. Occupation officials, who had 
counted on a substantial increase in pro- 
duction with the coming of spring, are 
pessimistic regarding chances of attaining 
the late 1947 goal of 300,000 tons daily. 

Three major problems confront the 
coal industry. Increased production 


hinges on their solution. 

Man power is short and labor unrest 
is increasing. Communists are stirring up 
trouble. Labor is organizing and is begin- 
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British and U. S. military chiefs in Germany: Gens. Robertson (left) and Clay 








ning to feel its power. More and longer 
strikes are expected. 

Housing is inadequate. There has been 
no new construction. Difficulties are being 
encountered in getting workers to move 
to mining communities where there is no 
place for them or their families to live. 

Food is scarce and poorly distributed. 
Miners, who are supposed to get 4,000 
calories, or more than double the average 
ration, get along better than other 
workers. But this creates friction, even 
among the miners’ own families, who get 
no extra food. 

In two days’ work, a German miner 
can earn enough marks to purchase his 
food rations for the week. Since there is 
virtually nothing else he can buy, there 
is little incentive for him to work a full 
week. Consequently there is a high rate 
of absenteeism. 

@ Export trade is falling below expecta- 
tions. U.S. officials feel that Germany 
will be lucky if exports total $250,000,000 
this year as compared to the earlier bi- 
zonal goal of $375,000,000. 

Textile production, relied on for ex- 
port business, showed a 37 per cent 
increase in March, but still the mills are 
operating at only a fraction of capacity. 

Rayon mills, expected to account for 
nearly half of Germany’s textile exports 
during the next three vears, are handi- 
capped by shortages of coal and wood 
pulp. Danger also exists that, when pro- 
duction does get going, it will run into 
a falling world market. 

Cotton mills are 40 per cent short of 
their planned production target despite 
help being received from the U.S. in 
the form of raw cotton. 

Steel output still is not showin anv 
noticeable progress. Occupation officials 
doubt whether the Anglo-American zone 
will produce 1,000,000 tons this year, 
which is less than 1946. Steel is needed 
to rebuild export industry plants. 

“It is hard to see bright spots in the 
over-all picture,” says Thomas Hawkins, 
staff correspondent for World Report. in 
a wireless dispatch from Berlin. “The 
bi-zonal experiment certainly is not suc- 
ceeding according to plan.” 

“Since the Moscow Conference, efforts 
have been under way here to build a 
stronger and more centralized economy. 
This amounts really to a new plan, to 
starting over. This is going to take time.” 
@ The outlook is that the economic re- 
covery of Germany is going to be a 
slower and more expensive job than 
originally planned. The food crisis has 
served to bring the U.S. and Britain 
closer together. Increased co-operation 
now is foreseen because London and 
Washington feel they cannot afford to 
let the program fail. To let it fail would 
be playing into Russia’s hands and would 
make the November conference of the 
Council of Foreign Ministers in London 
more critical for the Western nations 
than was the Moscow meeting. 








BUSINESS IN MOTION 





Io er Colleagues on  — PSA 


The automobile industry is regarded 
by suppliers as a highly desirable cus- 
tomer. Its orders are large, and strict 
insistence on quality standards keeps 
a company on its toes. The industry’s 
demands for ever better materials, 
higher production, and lowest possi- 
ble prices consistent with quality 
have been in part responsible for mak- 
ing the automobile business America’s 
greatest, giving employment to one- 
seventh of our country’s workers. 


It sometimes surprises industrialists 
who do not have direct contact with 
this great industry when they learn 
how painstaking is the attention given 


pounds of copper and copper alloys, 
each type chosen with the greatest 
care, no matter how small the individ- 
ual part. Just as nothing seems to be 
too big for the automobile industry 
to accomplish, so nothing is too small 
for it to study. To be a supplier to 
that industry is indeed both an honor 
and a responsibility. 


It does not seem that the future will 
produce a rival for the automobile in- 
dustry in size, but more and more 
industries are rivaling it in their me- 
ticulous search for ways to make bet- 
ter goods, faster, and at lower prices. 
In that endeavor Revere collaborates 





the smallest item. 
Take parts for spark 
plugs, for example. 
Revere supplies free- 
cutting brass rod for 
the terminals. This 
metal makes swift 
manufacture by the 
millions possible in 
automatic machines. 
Free-cutting brass is 
selected from the 
many available 








closely with many of 
its customers. Any 
other supplier who is 
asked, is only too 
glad to place his ac- 
cumulated knowl- 
edge at the disposal 
of buyers. 


No company can 
stand alone; it must 
obtain the coopera- 
tion of many others, 








types of brass, because it is best for 
this fabrication process. 


A spark plug also has gaskets, three 
of them. The obvious material for a 
gasket that is subjected to heat is 
copper. But what copper? There are 
many coppers. Silver-bearing copper 
is chosen, because it resists anneal- 
ing, or softening, at spark plug tem- 
peratures. This copper is not the 
cheapest, but the best for its job of 
maintaining the seal required to pre- 
vent blow-by and loss of power. 


Take an automobile down, part by 
part, and you find from 37 to 73 


and utilize available experience in 
such diverse fields as design, material 
selection, fabrication, trade and public 
relations, merchandising ard adver- 
tising. 

In every industry there are capable 
sources of such help, and today more 
than ever it is essential to go to them. 

I like to think that American indus- 
try is a collaborative as well as com- 
petitive whole, in which employers 
and employees, sellers and buyers 
work together, each factor contribut- 
ing in its own way, and each profiting 
accordingly, as in the automobile in- 
dustry. 








Chairman of the Board 


REVERE COPPER AND BRASS INCORPORATED 
Founded by Paul Revere in 180! 

Executive Offices: 

230 Park Avenue, New York 17, N. Y. 
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INCOME TAX CHA 


Income-tax rates have been reduced in Britaii 
are proposed in the United States. The Worlds 
rates as they apply to a family of four in each c 
rates for the U. S. are those proposed in Congres 

The national income of Canada and the U. S, 
war ended, while that of Britain has fallen. As. 
in Britain stands at 44 per cent of the national 
has dropped to 27 per cent and in the U. S. to 
tions proposed for income taxes, this figure wh 

The severity of income tax rates reflects uf 
of the three countries. Thus, in Britain a fam¥y 
come as low as $1,500; the maximum rate, asse 
$80,000, is 97.5 per cent. In the U. S., the maxin 
in excess of $200,000, is 86.45 per cent, and \ 
under the proposed reductions. In Canada, the 
income from investment in excess of $250,000, is 


Old Tax 
*1,371.00 
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ANGES: RATES IN BRITAIN, CANADA AND U.S. 


Couple With Two Children 










Great Britain Canada United States 

ngregs. 

~ Th as continued high since the Net income Old New Old New Old Proposed 
. As a result, the total tax burden $ 1.500 29 7 se oc = 43 

nal income, while in Canada it ‘000 

. to/29 per cent. Under the reduc- 2, ot nO $ 68 $ 36 ie a 
> would drop below 27 per cent. 2,500 375 192 192 130 $ 95 $ 66 
s tile relative financial situations 5,000 1,371 1,230 910 630 589 47 
alts al Geen naive tines onan to 10,000 3,821 3,605 2,646 1,930 1,862 1,489 
assessed on incomes in excess of 15,000 6,846 6,630 4,862 3,760 3,638 2,910 
1aximum rate, assessed on income 25,000 13,846 13,630 10,128 8,540 8,521 6,817 
und would drop to 77.4 per cent 50,000 34,721 34,505 25,520 22,933 24,111 19,288 
1, the maximum rate, assessed on 100,000 82,471 82,255 61,350 56,013 62,301 49,840 
00, is 84 per cent. 1,000,000 959,971 959,755 852,096 801,758 838,850 728,050 
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Report on World Politics 


GROWING CRISIS INSIDE THE SOVIET UNION 


Food is short and industrial production lags. 
Unless harvests are plentiful this summer, 


the current tension can become dangerous 


(The truth about the situation inside 
Russia has become of urgent importance 
to all the world outside, and especially 
to the United States. American policy 
in Greece, for example, rests on an 
estimate of Soviet strength at home. If 
Washington’s estimate is incorrect, the 
policies on which it is based could end 
in disaster. 

(For this reason WORLD REPORT 
gives in what follows an appraisal of 
Russia’s internal strength and weak- 
nesses, as drawn from official as well 
as unofficial sources.) 


er OF CRISIS has been apparent 
in the Soviet Union since last 
autumn. There is reason to believe that 
the weeks immediately ahead may be 
decisive. A turning point is looked for 
this summer. 

What precipitated this condition, but 
does not account for its full extent, was 
the drought in the Ukraine last summer. 
Bad weather again this year would 
make a critical situation desperate. 
Good weather would ease the strain 
noticeably and give Soviet leaders hope 
that their other difficulties might be- 
come less acute. 

These other difficulties reach into the 
most vital sectors. Industry as well as 
agriculture is in trouble. The current 
Five-Year Plan is lagging. The morale 
of the people is causing the Govern- 
ment concern. Even the reliability of 
the membership of the Communist 
Party itself has come into question. 

The Soviet Union, in other words, 
is no more exempt from postwar trou- 
bles than the rest of the world. But be- 


cause her way of life is different, Russia 


has problems that differ both in kind 
and intensity from the troubles of other 
countries. 

No high official in Moscow has said 
in so many words that the Soviet Union 
is in a state of crisis. Radio Moscow 
does not advertise Russia’s internal diffi- 
culties. What officials have said to the 
Russian people, however, and what 


they have done both inside and outside 
the Iron Curtain, add up to a situation 
that can only be regarded as dangerous. 

Russian emphasis on collecting rep- 
arations from former enemies is a clear 
admission that the Soviet Union needs 
help at home. Pressure to get steel from 
Germany, oil from Austria, textiles from 
Italy, heavy machinery from Manchur- 
ia is in sharp contrast to a U.S. deci- 
sion that it wants none of these things. 
The U.S. doesn’t want them because it 
doesn’t need them. Russia wants them 
because she needs them. 


URGENCY OF ACTION 


So urgently does the Soviet economy 
want help from abroad that the Rus- 
sians have not waited for Allied agree- 
ment on reparations. With the help of 
the Soviet Army, Russian officials have 
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SOVIET ARMY ABROAD 
They live off the land 


removed factories and equipment from 
their zone of Germany estimated at | 
$2.000,000,000; from Manchuria ma- 
chinery and _ facilities estimated at’ 
$8,000,000,000. 

Similarly; oil from Austria and Ro- 
mania is flowing to Russia under a 
Moscow definition of war booty or rep-4 
arations. Livestock and grain have 
moved eastward on the same _ basis. 
Romania, the U. S. charges, has recent- 
ly had to ship 400 carloads of white 
flour to the Soviet Union despite the 
fact that Eastern Romania is suffering 
from the worst famine Europe has seen 
in néarly 50 years. In addition, Russian 
troops, still more than 1,000,000 strong 
outside the Russian border, live off the 
land in the countries they occupy. 

Russia's Five-Year Plan, which be- 
gan last year and is to be completed in 
1950, also reveals weakness in the 
Soviet economy. 

If the war had not intervened, the 
Five-Year Plan ending in 1942 was to 
have pushed Russia’s industrial output 
to a figure twice that of 1937 and 
nearly 20 times that of Czarist days. 
During the 1950s Soviet leaders hoped 
to equal U.S. production. 

The current plan postpones these 
hopes. Goals for 1950 have had to be 
cut back, in some cases even below 
actual output before the war. The im- 
mediate problem is not how to double 
1937 production but how to get total 
output up to that level. 

Now it appears that even these re- 
duced goals may be too high. 

On the surface, official statements 
from Moscow have been optimistic. 
Gross output of civilian production, of- 
ficials announced, was 20 per centé 
higher in 1946 than in 1945. 

But analysis of this increase puts it in 
a different light. The total amount of 
plant and man power going into civil- , 
ian production in 1946, the first full 
year of reconversion, must have been 
much more than 20 per cent above 
1945. In Russia, as in other countries 
during 1946, a heavy proportion of 
labor and capital shifted from produc- 
ing munitions to turning out commodi- 
ties for peace. If this diversion amount- 
ed to 40 per cent, as it did in the U. S., 
then an increase in civilian output of 
only 20 per cent would indicate a sharp 
decrease in production per worker. 
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Russia’s performance during the first 
year of the Five-Year Plan turns out to 
have been uneven. Coal miners reached 
their quota, at 77 per cent of the 1940 
output. Timber fell short of the goal, 
as did housing, tractors and certain con- 
sumer items. Yet none of these quotas 
was up to prewar levels. Some were less 
than half the recorded output in 1940. 

What is happening in tractor pro- 
duction is perhaps the most critical 
aspect of Russia's problem. For in Rus- 
sia, more than in any other country, 
tractors mean food. 


LOSS OF 


- ee NR me 


ARM POWER 


- ts? oh 








This is because Soviet officials not 
only collectivized nearly all of Russian 
agriculture in the 1930s but mechanized 
it as well. The 500,000 tractors on farms 
before the war—used four times as in- 
tensively as America’s 1,500,000° trac- 
tors on a comparable crop acreage— 
provided the power for from half to 
three fourths of the plowing and har- 
vesting throughout Russia. This _re- 
leased farm workers for city industries 
and at the same time stepped up grain 
output by 40 per cent over the level! 
of 1910-14. 

Hitler's invasion wrecked most of 
that gain. Sources of farm power, as a 
result, have been crippled ever since. 
The total of tractors available now is 
around 200,000, instead of 500,000, 
and most of them are 10 years old. The 
number of horses is down to 11,000,- 
000, as against 18,300,000 before the 
war. Even man power, which in a pinch 
can be used to pull a plow, is short. 

To fill needs of these dimensions, 
Russian industry last year turned out 
only 13,000 tractors. The plan this year 
calls for production of 30,300. Replace- 
ments, on the prewar basis, would re- 
quire 74,000 new tractors a year. 

This means that the Soviet Union 
cannot produce food at home at pre- 
war rates until the tractor factories turn 
out more than 74,000 machines a year. 
This may be several years away. 

Weather, in this situation, becomes 
of crucial importance. Last year’s 
drought cut grain yields per acre nearly 
a third. Bad weather again this year, 
on an acreage still 15 to 20 per cent 
below prewar, could prove disastrous. 

Right now Russia's masses are living 
on a slim diet. Food is neither plentiful 
nor cheap. Reports, from the Ukraine 
and Byelorussia, indicate widespread 
malnutrition. 
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Nevertheless, agricultural experts are 
convinced that Soviet officials are di- 
verting some of the meager supply of 
grain into reserves, to be held for future 
use. And Premier Stalin has asked the 
British whether they would like a Joan 
of some wheat from Russia after the 
new crop comes in. In other words, 
Russia is willing to export grain even 
when she doesn’t have enough for her 
own people. 

The explanation, as Western diplo- 
mats see it, is twofold: In the first place, 
Stalin is counting on good weather to 
produce a big crop, despite the reduced 
acreage. In the second place, the Krem- 
lin believes it can convince the Russian 
people, as it has in the past, that, when 
necessary, the political purposes of the 
state are more important than a full 
stomach for the people. 

How long the Russian masses will be 
willing to pull in their belts in response 
to these higher necessities is a large 
question. Westerners thought reaction 
from the famine of 1932-33 would over- 
turn the Kremlin. Now there is ques- 
tioning whether the present food short- 
age, combined with a general shortage 
of consumers’ goods of all kinds, has not 
left Russia so weak internally that she 
must retreat from strong positions she 
has taken outside her borders. 

While shortages are acute enough to 
require governmental action of several 
kinds, the Kremlin obviously figures it 
can hold the line. For one thing, a prop- 
aganda campaign against the U. S. cur- 
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PEASANTS AT HOME: In a pinch man power can be used in place of tractors 


rently is telling Russians that living 
standards might be much higher if the 
U.S. would let the Soviet Union have 
the share it wants of reparations from 
Germany. Thus, America, rather than 
the Russian Government, is being 
blamed for shortages. And besides, aus- 
terity is an old story to Russian peas- 
ants and workers. 


OUTLOOK 


Sizing it all up, outsiders who have 
studied the Soviet Union closely are 
inclined to agree that Russia is now 
going through a crisis. Eyewitness re- 
ports, as well as analyses of the record, 
confirm dangerous weaknesses in the 
economy. Statements of high officials 
to the Russian people show worry over 
a drooping morale. 

But it is equally true that there is 
no evidence that the Soviet Union and 
its present Government will be unable 
to ride out the storm. Controls remain 
firmly in the Kremlin. Popular discon- 
tent is being directed away from Mos- 
cow toward other nations. Faith in 
Russia, and hope in a brighter future, 
continue to be characteristic. 

Good weather and a good crop this 
summer would ease the tension. An- 
other bad year, however, would prolong 
and intensify the crisis. In that case, 
the Kremlin could be expected to apply 
even tighter controls inside Russia and 
modify Soviet policies abroad to reflect 
the change in internal circumstances. 
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WARM WEATHER REVIVES 





BRITAIN’S EXPORT DRIVE 


Industry is overcoming effects of February's 


fuel crisis, but shortages of coal, steel and 


dollars still threaten recovery program 


Reported from LONDON 


Britain’s drive for exports, seriously 
crippled by the February fuel crisis, is 
staging a warm-weather comeback. 

On the surface, improved prospects for 

coal mining give evidence that the coun- 
trys “export or perish” program can 
reach its official goals by the end of this 
vear. But troubles left over from the 
winter disaster still afflict every branch 
of British production. The future, as a 
result, is uncertain. 
@ Signs of recovery in exports are ap- 
pearing, although industrial output as a 
whole still has not regained all the 
ground lost in February. 

More coal is in prospect for the sum- 
mer months. But, at best, supplies will 
be 15 per cent short of industry's require- 
ments. After the February shortage, fac- 
tories went on one-third rations of coal, 
later raised to half-rations. For the next 
six months, allocations equal to last year’s 
consumption are being restored. 

The Government is gambling now that 
a new five-day week in the mines will 
produce more coal. The production tar- 
get for the year has been set at 200,000,- 
000 tons, 11,000,000 tons more than last 
year. The shorter work week is counted 
on to bring more miners into the pits and 
induce them to work harder. 

More labor thus is being attracted to 
industries vital to the export program at 
the expense of the British standard of 
living. 

Since the five-day week was an- 
nounced, 1,500 men a week have been 
returning to the coal mines. A total of 
1,468,000 persons are now working on 
exports compared to 990,000 in 1939. 
Metal industries and textile plants are 
managing to find more labor. 

Steel production is better than had 
been expected, but improvement cost a 
reduction of stocks of pig iron and coal. 

Steel output in April reached an an- 
nual rate of 12,294,000 tons. At the low 
point in February, steel output was only 
20 per cent below January's high pro- 
duction. The ceiling on recovery in steel, 
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SIR STAFFORD CRIPPS 
“Fill the ships and we'll fill the shops.” 


however, is that capacity does not exceed 
14,000,000 tons a year. Demand _ is 
2,000,000 tons above that. 

Automobile production is making a 
quick recovery, though the full effect of 
the coal shortage may not yet have hit 
this industry. 

From a postwar peak of 27,000 pas- 
senger cars produced in December, out- 
put fell to 25,000 in January and to a 
low of 10,000 in February. In March, 
however, it came back to 22,000 and in 
April to 24,230. 

Textile manufacture, which accounted 
for one fifth of the value of British ex- 
ports before the war, is holding up well. 

The output of cotton yarn was cut in 
half during February. By March, all the 
lost ground had been recovered and 
spinning even showed a slight increase 
over January. Rayon production in 
March recovered two thirds of its Feb- 
ruary loss. 

Machinery exports in March were at 
record levels. This important class of 


sales represents one fifth of all British 
manufactured exports. The volume of 
machinery sent abroad by Britain in 
March was 47 per cent more than the 
average shipments in 1938. 

Special inducements to manufacturers 
are diverting an increasing share of Brit- 
ish production to exports. 

The Government is asking industry to 
give exports an “immediate and reason- 
able priority.” In return, industry gets 
priorities on raw materials and coal. 

Austerity at home has been intensified 
to its practical limits. 

New restrictions on heating private 

homes and commercial establishments 
during the summer months are now in 
force. The aim is to save at least 2,000,- 
000 tons of coal through a program of 
voluntary co-operation. The British pub- 
lic still finds it must do without consumer 
goods so that export orders can be filled. 
Passenger cars are priced out of reach 
of most British motorists: Crockery is al- 
most unobtainable in British shops, though 
large quantities are being exported. 
@ Britain’s goal in this drive is to in- 
crease exports so that by December the 
volume will be 40 per cent higher than 
the average volume in 1938. When that 
goal is reached, plans call for pushing 
the export level still higher, to 175 per 
cent of the prewar level. 

Until the February crisis, Britain was 
in sight of the year-end goal. Exports in 
1946 equaled in volume exports in 1938. 
By January, the volume was 12 per cent 
above 1938, but in February it dropped 
to 93 per cent of the prewar vear. 

Recovery in March wiped out one 

third of the February loss, bringing ex- 
port volume for the first quarter of 1947 
to 101 per cent of the 1938 level. In 
April the total value of exports was the 
same as in March, though April had 
fewer working days. Sir Stafford Cripps, 
who is in charge of the export drive, 
warns, however, that Britain will lose 
$800,000,000 worth of exports this year 
as a result of the February shutdown. 
He says its effects will be felt into the 
summer months. 
@ Whether Britain succeeds in her ex- 
port drive depends now on a prodigious 
effort during the remainder of the year. 
The country is spurred on by a knowl- 
edge that it is spending more abroad 
than it is earning from overseas trade. 
Imports of vital supplies into Britain are 
rising steadily, despite higher taxes on 
“luxury” items like tobacco. Dollars bor- 
rowed from the U.S. and Canada are 
being used up faster than was. first 
planned. A dwindling treasury gives 
urgent emphasis to the slogan “export 
or perish.” 
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A short, sharp crisis in food is here..... 

Britain, France, Western Germany, Austria, Italy, Romania, Russia and other 
European countries all are clamoring for grain. 

supply bins in the U.S. and Canada have only emergency carry-over stocks. 
Argentina is doling out grain slowly, and even then at a price. 

The situation will ease in a few weeks as bumper crops of winter wheat are 
harvested in North America. But winter-kill and short crops in Europe and North 
Africa are to keep Europe on subnormal rations for months to come. The food 
Squeeze is surveyed for you in detail on page 7 through page ll. 

The U.S. clearly is to remain a primary source for food, as well as for 
coal and dollars. These three things are what keep the world's wheels moving. 











Coal shipments from the U.S. are heading higher..... 

In April, exports were 2,600,000 tons, well above previous levels. 

For May, the hope is 3,000,000 tons. 

This summer, the forecast is 3,400,000 tons a month, Lewis willing. 

So much coal probably cannot be moved to ports consistently during winter 
months. Coal cars are too short. But, if annual exports reach, say, 36,000,000 
tons, almost half of the import requirements of Western Europe will be met by 
U.S. coal. Before the war, practically no coal moved across the Atlantic. 

Purchasing countries now are buying better grades of U.S. coal than they 
could under the allocation system prevailing before April l. 

The additional cost is unimportant to them for this reason: 

The coal itself is a minor item in total costs; freight is the major item. 

Freight charges on a ton of coal to France are $12, of a total cost of $20. 

Freight payments on U.S. coal alone during the next year could absorb all 
the dollars coal-importing countries can earn from selling goods to the U.S. 

So, to Europe, more U.S. coal means fewer dollars available for other 
things. But more U.S. coal also means higher industrial production for Europe 
and more exports, given adequate food and no slump in European coal mining. 























The World Bank is gathering momentum slowly..... ; 

One application for a loan is in the process of being rejected. 

One loan has been made--to France. AS a result, by the end of May, the 
Bank will have only $475,000,000 left to lend to countries wanting dollars. 

At least two applications are under active consideration: Denmark's and 
Holland's. Together, they applied for $585,000,000. Main difficulty about Hol- 
land is in figuring out how much of an asset, or otherwise, the East Indies are. 
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WORLD COMMERCE AND INDUSTRY--(Continued) 


To lend much more, the Bank is going to have to start borrowing. Closer and 
friendlier relations are being established with U.S. investment circles. But 
the Bank's first bond issue, a trial run, still is several months off. 





Chile is getting the cold shoulder in Washington..... 

Attempts by.the Chileans to get a loan from the World Bank are going awry, 
and the U.S. Export-Import Bank is not interested in making further advances now. 

A credit agreement with Argentina, therefore, begins to look more tempting. 

Hitherto, the Chilean Congress has been holding the Argentine pact at arm's 
length, pending Washington negotiations. Now Peron's offer will be re-examined. 











Italy, too, is trying to scrape together some dollars..... 

The $100,000,000 credit earmarked for Italy by the Export-Import Bank can- 
not be touched at present. The Bank is sending investigators to Italy to see 
whether such a loan should actually be made. 

Blocked funds held by the U.S. Treasury are Italy's immediate objective. 

It's strictly a hand-to-mouth existence for Italy, until the U.S. Congress 
votes relief funds or a grant or both. Italy needs several hundred million dol- 
lars just to pull through this year in one piece. 











The flow of gold into U.S. coffers is being stepped up rapidly..... 

U.S. gold stocks started increasing late in 1945, following four years of 
decline caused by war buying abroad. 

In 1946, the net increase was $464,000,000. 

Thus far this year, the U.S. gold stock is up about $1,000,000,000. 

More than half of this gain has taken place since April l. 

At the present rate, U.S. gold supplies will increase nearly $3,000,000,000 
this year. This would be larger than in any other year except 1939 and 1940 
when war fears brought huge amounts of gold to the U.S. for sgafe haven. 

Part of the current addition represents newly mined gold, coming chiefly 
from Canada and the Union of South Africa. 

But a larger part is from earmarked gold, held in New York for central banks 
of other countries. Earmarked gold was reduced about 10 per cent in April alone. 

Earmarked gold in the U.S. now totals about $35,500,000,000. It customarily 
is not used unless countries are low on dollars. 

So, its use, in large quantities, is a signal to watch. 























The world outside the U.S. is not broke yet, but patches are sShowing..... 

The U.S. has about 58 per cent of the world's gold reserves. 

The rest of the world has about $15,000,000,000 in gold and about $3,500,- 
000,000 in dollar balances held by governments. Individuals hold several billions 
more but some of this is being hoarded, is not truly available for commercial uSe. 

These figures look big. But they are small in terms of the job to be done. 
If U.S. external trade continued at the rate set in the first quarter this year, 
the rest of the world would be completely drained of gold and dollars in less than 
three years, unless I.0.U.'s could be used. Much of the gold backs currency issues. 

Trouble is that countries most in need of gold and dollars have little of 
either. That's the reason the U.S. this year is going to have to lend about 
$4,000,000,000 and give away more than $2,000,000,000. But, despite this U.S. 
aid, gold and dollar holdings abroad are due for a further dip this year. 
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REAT BRITAINS Laborite leaders are 

facing a big test of their ability to 
maintain Party unity. Dissension among 
the rank and file has been mounting. 
The opening of Labor’s annual conven- 
tion at Margate puts the issue of solidarity 
squarely up to Party members. 

The year that has passed since the 
last meeting has proved a disappointing 
one for the Labor Government and the 
men who run it. Economic planning has 
gone awry. The financial position of the 
country has deteriorated. International 
policies pursued by the Foreign Office 
are under increasing attack. 

All this Prime Minister Clement Attlee 
must explain to his fellow Laborites. The 
accounting demanded at the Party con- 
ference also puts under fire Ernest Bevin, 
the Foreign Secretary, and Herbert Mor- 
rison, Deputy Prime Minister, Lord Pres- 
ident of the Privy Council, and the 
Party's leader in the House of Commons. 
The three are on the defensive. 

On domestic policy, the chief com- 
plaint is that the Cabinet is taking things 
too gradually in moving toward the goals 
of socialization, that it is showing undue 
tenderness to private business. 

In the international field, the argument 
is that Britain is in danger of becoming a 
tail to the U.S. kite. 

Laborite chiefs may point with pride to 
the fact that since the last gathering at 
Margate a year ago the Party's member- 
ship has increased by 300,000, to. a new 
high of 3,322,000. They also can cite the 
unbroken series of Labor victories in par- 
liamentary elections since 1946. But such 
statistics are insufficient to head off the 
wave of criticism that has been accumu- 
lating. 

Party moderates are prompted mostly 
by a feeling of apprehension. They are 
acutely mindful of the multiple troubles 
besetting the Government, and now won- 
der if the Cabinet’s course has been cor- 
rect in every way. 

“Rebels” in the Party’s left wing are 
convinced that the Cabinet has been 
found wanting in virtually all fields, 
domestic and international. Their criti- 
cisms were published in advance of the 
conference in a pamphlet attacking the 
Cabinet’s record for the past year. En- 
titled “Keep Left,” the document de- 
mands intensification of the socialization 
program, repudiation of President Tru- 
man’s plans for curbing communism, and 
lessening of Britain’s economic depend- 
ence on the U. S. 

That the so-called rebels are deter- 
mined on an aggressive fight is plain. One 
has announced that “the labor movement 
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PRIME MINISTER ATTLEE 
Tested in 12 years of Party leadership 


is getting ready to do what it has done 
so often in the past—to lead its leaders.” 
Another proclaims the objective is “not 
to destroy, but to strengthen the Govern- 
ment.” 

@ Brunt of this attack is directed at 
Prime Minister Attlee. He is no mean 
antagonist, despite his mild appearance 
and lack of oratorical glamor. 

A member of the Labor Party since 
1907, when it was not “respectable” 
politically or socially, Attlee has had a 
thorough schooling in its family rows 
over policy. He knows what to expect. 

In any controversy, his strong point 
has always been his calm logic in argu- 
ing his position. The arguments may 
lack the inspiring words and emotional 
appeal that Winston Churchill can pro- 
duce, but the record shows that they have 
consistently served to advance Attlee’s 
career. 

The career started prosaically enough. 
An attorney's son, Attlee first turned to 
law, then to social work in London’s 
Limehouse district, and eventually to 
politics. He was 39 when first elected 
to Parliament in 1922. Thirteen years 
later he was chosen leader of the Labor 
Party. 

Admittedly, he represents a compro- 
mise choice. The shy Attlee was picked 
to avert a disruptive fight for the post 
between Bevin and Morrison. More than 
one commentator referred to him at the 
time as a “political accident.” 

The leadership he provided the Labor 
Party between 1935 and 1940 is not 





generally considered on the inspired side. 
Attlee and the Party wobbled on the 
issue of nonintervention in Spain and 
over rearming against Hitler. On the 
Munich deal on Czechoslovakia, he did 
not venture beyond the assertion that 
“many people could not feel very happy 
at the present situation.” 

World War II altered the estimates of 
Attlee’s abilities. Churchill took him into 
the Coalition Government -as Deputy 
Prime Minister in the critical spring of 
1940. The Laborite leader found himself 
in an atmosphere he enjoyed keenly— 
working behind the scenes. Before the 
wars end, he had become Churchill's 
right-hand man on many problems. 

When he succeeded Churchill as 
Prime Minister after the Labor Party's 
sweep in the 1945 elections, there still 
remained misgivings about Attlee’s capa- 
city for the post. However, he proceeded 
to prove he was as much of a strong man 
politically as his colleagues, Bevin and 
Morrison. As one Party leader described 
it, Attlee has “grown into his job.” 

Attlee’s handling of difficult issues 
within the Government has become 
crisp, confident and authoritative. His 
firmness in presiding over a Cabinet com- 
posed of dissident factions has enabled 
the Government to present a solid front 
despite sharp internal differences. 

With the rank and file of the Party, 
however, his efforts to preserve harmony 
do not reflect the same success. First he 
was embarrassed by the highly vocal 
rebellion of the anti-U. S. bloc of Labor- 
ites in Commons. Then came the inten- 
sified attacks on the way the Cabinet 
was handling the domestic program. 

The Party's conference finds Attlee 
particularly vulnerable on domestic af- 
fairs. Insurgents are not forgetting that 
in March of 1946 he confidently forecast 
that Britain would be “well on her way 
to recovery in 12 months.” Instead, the 
country remains in critical straits. 

Colleagues have been urging the 
Prime Minister to meet the situation by 
making a show of stronger leadership. 
They feel that his preference for working 
quietly is promoting an impression that 
Laborite leaders have been taking things 
too easy since they took over the Govern- 
ment. 

@ Party insurgents are just as vehement 
about Bevin and Morrison as they are 
about Attlee. They don’t like the way 
the two Cabinet leaders are doing things. 

Bevin is the target of extensive sus- 
picion, because he is a Trade Unionist 
and not a Socialist, like a majority of the 
members of the Cabinet. His allegiance to 
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FOREIGN MINISTER BEVIN 
Target of the pro-Russian bloc 


the Labor Party’s aims has been called 
half-hearted by his critics. The policy 
he has been pursuing as Foreign Secre- 
tary is being seized on as evidence that 
he is in secret connivance with Winston 
Churchill's Conservative Party and _ fol- 
lows the Churchill “line” on international 
affairs. 

Where Bevin is the obvious target for 
any Party displeasure about the conduct 
of relations with other countries, Morrison 
fills a comparable role in domestic mat- 
ters. He is the equivalent of the Govern- 
ment’s chief of staff for home affairs. He 
has supervised most of the planning in- 
volved in the socialization program Brit- 
ain has undertaken. So it is no new thing 
for “Herbie” Morrison to be blamed when 
matters don’t turn out to everyone’s 
satisfaction. 

Left wingers in the Party plainly were 
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gunning for Morrison long before the 
Margate conference. He is up for re- 
election to the National Executive of 
the Party, a committee on which he has 
been the most powerful figure for more 
than a quarter of a century. That long 
service makes him a shining mark, and 
his critics think they have a fighting 
chance to defeat him. 

Defeat would not necessarily affect 
Morrison's position in the Government 
at once, but it would involve an enormous 
loss of his prestige in the Party, and in 
any reshuffle of the Cabinet he probably 
would be an early casualty. 

Until now, Morrison has been con- 
ceded a slight edge over Bevin to head 
the Government, should Attlee step 
down. And Morrison is not likely to yield 
that advantage docilely, for he and the 
Foreign Secretary long have disliked 
each other personally, although they have 
managed to work together in the Cab- 
inet. 

Scarcely soothing to Morrison's ego is 
the recent talk that Bevin might quit 
the Foreign Office and assume some of 
Morrison’s duties in a new drive to get 
Britain’s economy moving at a more rapid 
pace. The fact that such reports origi- 
nated in the ranks of Bevin’s trade union 
supporters does not help matters. 

Despite the personal differences be- 
tween the two men, however, they are 
counted on to go down the line in sup- 
port of the Government's policies at the 
Party's convention. 

@ Key figure at Margate, nevertheless, 
remains Attlee, or “Our Clem” as the 
Cockneys have come to call him, just 
as they were used to speak of Churchill 
as “Our Winnie.” 

Much depends on how well Attlee is 
able to cope with the rebels in the 
Party's ranks, and how effectively he re- 
assures the nonrebels who are worried 
about the course of Britain’s fortunes in 
the past year. 

If Attlee cannot master the situation, 
the Government is to be pushed further 
to the left, with unforeseeable conse- 
quences in economic and diplomatic 
affairs. 

For any showdown, Attlee’s position 
has elements of considerable strength. 

His long tenure as leader of the Labor 
Party puts his opponents on the spot, 
for if they repudiate him in the con- 
vention, they run the risk of weakening 
Party prestige. This in turn would reflect 
seriously on the Party's confidence in its 
ability to carry out the socialization pro- 
gram it embarked on two years ago. 

Any debate over Attlee, moreover, is 
not likely to produce the dissension that 
would arise if the highly partisan forces 
behind Bevin and Morrison should be 
pitted against each other. 

As for the recurrent conjecture that 
Attlee may be replaced as Prime Minister 
by one of these two colleagues, a fact 
frequently overlooked is that neither 


Morrison nor Bevin has been enjoying 
the best of health. For the arduous role 
of heading Britain's Government during 
a critical time uncertain health is a defi- 
nite handicap. 

Moreover, political observers note that 
the main attacks on the Cabinet have 
been concentrated on “Bevinism” in the 
handling of international relations, and 
“Morrisonism” in home affairs. Signifi- 
cantly or not, the expression “Attleeism” 
has not figured in the political criticism. 

Attlee’s supporters frequently are dis- 
tressed by his lack of showmanship, his 
inability to dramatize issues as Churchill 
would. However, they are convinced 
that such deficiencies do not represent 
the liability they seem either in Govern- 
ment or in Party affairs. There is the 
object lesson in another member of the 
British Commonwealth. Canada’s William 
Lyon Mackenzie King has never been 
politically exciting and he has no mass 
appeal, yet he has retained control of his 
party for more than a quarter of a cen- 
turn and has headed the Dominion Gov- 
ernment for all but a short period of 
that time. 

The Margate convention is to demon- 
strate whether Attlee has something 
like the Mackenzie King touch in Party 
affairs. This is the severest test he has 
had to face in his dozen years as Party 
leader. 

Regardless of results, the convention 
is not going to furnish Churchill's Con- 
servatives with any high hopes for a 
speedy return to power. The Laborites 
still have too much popular support for 
that to happen. The issue to be decided 
is whether Attlee’s Government is to 
continue with its program of limited 
objectives in domestic economy and in- 
ternational policy, or whether it is to be 
forced to adopt more drastic courses both 
at home and abroad. 
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COMMONS LEADER MORRISON 
Takes the rap for troubles at home 
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People pile like ants into Hong Kong, 
a crowded haven from China’s troubles 


HONG KONG 

NTIL SOMEONE can prove by cold 

facts and figures to the contrary, I 

claim that Hong Kong, Britain’s Crown 

Colony on the China Coast, is the most 

jam-packed city on earth. The place 
crawls with people. 

Four nights ago in my hotel room (not 
much bigger than a mousehole) there 
were three of us, all strangers. Three 
nights ago, another cot was brought in, 
and there were four of us. Two nights ago, 
there were five of us. Last night, there 
were six of us. There is no such thing as 
a stranger under the circumstances, 

In the other hotels, the situation is even 
worse. In one, across the harbor on the 
Kowloon side, the hotel's night club has 
been converted into a men’s dormitory, 
and soon 130 guests will be bunked on 
the dance floor. In another, all the public 
halls have been made into big bedrooms, 
and there is much public brushing of 
teeth and lathering of chins. Inclined as 
ever toward understatement, the British 
euphemistically refer to this solution of 
the housing problem as “doubling up.” 

And still the people keep coming, pil- 
ing like ants onto this 32-square-mile 
mountain of granite that is called Hong 
Kong. They're coming at the rate of 
10,000 a month. During one period last 
vear, they were increasing the population 
by an average of 100,000 a month. 

One of the chief reasons for this human 
flood is that thousands of wealthy and 
middle-class Chinese regard the Crown 
Colony as a sanctuary in which they are 
immune from political persecution, and 
in which their money can be invested 
without fear of daily depreciation, or re- 
curring imposts and levies. 

In accordance with Britain’s time-hon- 
ored practice (dating from the original 
treaty with China 100 years ago), no re- 
strictions have been placed on Chinese 
immigration to Hong Kong. But, because 
of the housing problem, entry or re-entry 
of non-Chinese is very much deprecated 
by the authorities. British consulates all 
over the map are alleged to have re- 
ceived instructions not to issue a visa un- 
less the applicant can give the name and 
number of a Hong Kong doorbell. 

Hong Kong is roofless, to some extent, 
because of the damage caused by Japa- 
nese, and then American, bombings, but 


—- eS 
oo CE meet ot a a ’ ee. 


mainly because of the widespread looting. 
Almost 70 per cent of the European-style 
dwellings were made uninhabitable— 
chiefly by Chinese looters—in the weeks 
following V-J] Day. 

Thousands of buildings were stripped 
of all woodwork, Electrical and plumbing 
fittings just disappeared into the balmy 
Hong Kong air. Today some of the hill- 
sides have a resemblance to the ruins 
of Cassino in Italy after the Allies’ pin- 
point bombardment. 

Of the homes that are intact, hundreds 
have been purchased at fantastic prices 
by wealthy Chinese preferring life here 
to that in China itself. Britons returning 
to the Colony are unable to find houses 
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without paying the extortionate and il- 
legal “key money” demanded by land- 
lords. Government officials and the armed 
forces occupy many of the residences 
still fit to live in. 

Of an estimated population of 1,500,- 
000 Chinese and 10,000 Europeans, ex- 
clusive of army and navy personnel, it 
was calculated that 153,000 Chinese and 
7,240 non-Chinese would be unable to 
find suitable living accommodations. 
Hong Kong’s population is now 2,000,000 
and the situation is proportionately worse. 

For construction purposes, Hong Kong 
will need to import enormous quanti- 
ties of cement, steel, teak, hardwoods, 
softtwoods, lime, glass,. electric wire, in 
addition to the cement, brick and tiles 
available from local manufacture. Those 
major construction materials plus plumb- 
ing fixtures, roofing felt, paints, tar, oil, 
hardware, putty, nails and nuts and bolts 
will mean the importation of goods that 
will keep Hong Kong busy for months. 

To date, the Hong Kong Government 
has not instituted a program of big-scale 
construction. Official exchange has been 
granted for building materials from the 
U. S.—and, during last year, such imports 
from all countries were four times what 
they were in 1939—but aside from repairs 
very little work actually has been started. 

Builders and architects, who say the 
demand for new construction is sufficient 
to keep the building industry busy night 
and day for three years, complain that 
the Government is refusing to grant 
Crown leases on real property. That pre- 
vents any construction starting. 

While no official statement for the Gov- 
ernment’s inaction has been made, it has 
been pointed out that the explanation 
may lie in the uncertainty surrounding the 
Colony’s future political status. Fear of 
eventual return of Hong Kong to China 
definitely dampens the desire to build. 
As a matter of fact, it serves to retard all 
of Hong Kong's long-range developments. 

In the meantime, the seventh “guest” 
has just walked in. F.W.R., JR. 


The farmer is Germany’s last plutocrat 


because land makes him self-sufficient 


WIESBADEN 
ge GERMAN FARMER, who sat out the 

winter cold beside the kitchen stove, 
is greeting spring with a full stomach, 
ample clothing, and good, solid shoes. 


While his city brethren scrounged for 
food and clothing, froze in unheated, 
windowless rooms, the farmer, as the 
G. I.’s say “never had it so good.” 

The farmer, the nation’s last plutocrat, 
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ANOTHER SHIP JOINS THE 


CARGOCAIRE 








FLEET 











A new Cargocaire “S” unit being put aboard 
the S.S. Southport of the South Atlantic S.S. 
Line, at the Todd Shipyards, Brooklyn, N. Y. 


There’ll be no ‘“Shumidity headaches’’ 
aboard this ship because one of the new 
Cargocaire post-war units is being in- 
stalled to keep humidities in the cargo 
holds under control! 

And the new “S” unit being put 
aboard not only prevents sweat from 
forming as the ship passes through 
changing weather-fronts—but it is 50 
per cent lighter and requires only half 
the usual deck space. 

As each new ship joins the Cargocaire 
Fleet it means that many more shippers 
will benefit because their goods will be 
protected from moisture damage. 

It means the ship operator benefits— 
because Cargocaire does away with 
rust, saves painting and cleaning ex- 
penses in the ship’s holds. 

And it means that insurance under- 
writers benefit because this dehumidifi- 
cation system eliminates the hazard 
that leads to sweat damage claims. 

More than 100 Cargocaire-equipped 
ships are now serving ports all over the 
world. For the full story of Cargocaire 
and a list of these ships, send the coupon 


below. 
Cale 


FOR CARGO COMFORT 





15 PARK ROW, NEW YORK 7, N. Y. 


Washington « San Francisco « Seattle 
New Orleans « Montreal « Vancouver 
London « Gothenburg 





Dept. W-4, Cargocatre Engineering Corporation 
15 Park Row, New York 7, N.Y. 


Gentlemen: Please send me the story of Cargocaire 
describing this system of protection for cargoes from 
moisture damage, and the latest Cargocatre Fleet list. 


Name 





Company. 





Address 
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had his own food and, usually, wood for 
fuel obtained from his own land. For 
extra clothing, shoes, cigarettes, coftee, 
sugar and salt for his family, he had 
only to wait for the city seekers to 
come around. An extra ham, a_ bushel 
of potatoes or a few heads of cabbage 
usually were enough to buy whatever 
he wanted. 

Now that warmer weather is here, he 
is starting to take the whole family to 
town, to buy “grandma” a new shawl, 
“mother” a new coat, his ‘teen age daugh- 
ters some fancv dresses, and for himself 
a case of beer—all black market, of course, 
paid for with his wealth of food. 

His biggest complaint is the lack of 
beer, especially in Bavaria. When barley 
allotments for beer were cut recently, 
the Bavarian farmers went on a sort 
of combined delivery strike and drink- 
ing spree. They drank 3,000,000 quarts 
of milk which should have gone into 
city markets. 

The small villager, with his own ex- 
tensive gardens, is almost as well off as 
the farmer. Often, in Germany, villages 
are made up only of farmers, who prefer 
the small community type of life to 
single homes on their land. They go out 
daily, frequently several miles, to their 
fields and return in the evening to the 
community cluster. 

I have supped in the small, warm kitch- 
en of one of these farm-village homes, an 
hours drive outside Wiesbaden. While 
“the old man” hoisted his feet onto the 
stove, puffed at a pipe and pooh-poohed 
politicians, in good farmer style, his el- 
derly frau served me delicious ham, thick, 
white bread, and hot coffee (the latter 
from black market trading with city folk). 
Outside the house was an ample stock 
of corded wood and, my hostess told me, 
there were ample stores of meat and vege- 
tables to last for many months. 

“We heard the bombers going over 
during the war, but they never touched 
us,” the “old man” told me. “As a matter 
of fact, very tew farmers were bothered 
by the war. Our homes are still intact, and 
we have our land. We are all right.” 

His political gripes are directed at the 
quota system, which he had under the 


Nazis and now has under the armies of 
occupation. He doesn’t see why he should 
sell his food, his only wealth, for marks 
that won't buy anything now and, the 
farmer thinks, never will. 

“I remember after the last war,” the 
“old man” reminisced, “inflation ruined 
the country. The same thing is going to 
happen again. I'll be a lot more willing to 
sell my crops when we get some steady 
money that will buy something.” 

All of which doesn't make the farmer 
a very popular or patriotic citizen from 
the standpoint of the citv dwellers. Not 
that the farmer cares very much. He is 
akin to farmers everywhere—to the 
Frenchman who still is reluctant to sell 
food for Paris, except at black market 
prices; to the Bulgarian, who cached his 
important egg production when the Nazis 
occupied his country; to the American 
who dumped his milk on the highwavs 
during the 1933 farm strikes, or let 
orange vields rot when prices were not 
right, or, more recently, burned potato 
stocks. | 

The farmer in Germany and elsewhere 
is one of the world’s most truly self-suf- 
ficient and independent citizens. The Ger- 
man agriculturist kept his products from 
the Nazis; he is holding back now from 
the occupants and the German govern- 
ments they support. 

But, although he eats well enough and 
lives comfortably at the present time, 
the farmer does not have it all his own 
way. He must have big supplies of 
artificial fertilizer for his land this year, 
if it is to vield a good crop and be freed 
from the danger of sterility after a war- 
time period in which proper fertilization 
was extremely difficult. 

The fertilizer must come from imports 
and from limited manufacture by the 
“city man” in Germany. Allotments will 
be through German government agencies. 
There is a pretty fair chance that the 
farmer may think a little more favorably 
about delivering more of his crop—he now 
holds back about 50 per cent—when fer- 
tilizer allotments are increased. 

When this time comes, it really will be 
spring on the farm and maybe the sun 
will shine in the city too. vi 


RUSSIAN ENIGMA: 
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WEAKNESS OR STRENGTH ? 





In the space of one generation, Russia has progressed 
from chaos to world power. The Russia of 1947 is an 
enigmatic giant. What is the key to her present inter- 
national and domestic policies? Is she moved by confidence 
based on strength or fear born of weakness? Do the events 
of yesterday provide any clue to the actions of today? 

The history of Soviet Russia divides into a decade of 
fumbling toward a workable program followed by four 
successive Five-Year Plans. By 1941, she had attained 
strength sufficient to fight one of the bitterest wars of 
history and win through to victory against an invader that 
had penetrated 1,000 miles into her heartland. Although 
the war took a tremendous toll in life and property, Russia 
emerged from it with immensely increased prestige and 
a backlog of good will among her fellow nations. 

Modern Russia started in revolution. The Bolsheviks of 
1918 swept aside the = wrote their new history on a 
blank page. First word on that page was “co-operation.” 
“From each according to his ability, to each according to 
his need” was the slogan of the new system designed to 
replace economic competition. 

Early Communist belief was that their new era and the 


old order could not live together in the same world. 
Revolution in all countries was their goal. This principle 
has been alternately denied and reaffirmed in the years since. 

Yet if Russian communism and Western democracy are 
incompatible today, it is no longer a question of the original 
Communist ideal. Progressively, Russia has moved farther 
away from a system divorced from economic competition. 
Today, Party and Government officials, Army leaders, in- 
dustrial managers, artists and the more skillful workers get 
higher pay and special advantages. Perquisites flow from 
mutual self-interest within a bureaucratic society. The eco- 
nomic drive of the individual has been diverted but not elimi- 
nated. The masses of Russia have not won that equal share 
of the good things of life that pure communism promised. 

The Photo Report traces the highlights of Russia’s 
economic course since the 1917 revolution. Through suc- 
cessive shifts in policy, the original goal has faded. In 
1936, the slogan was changed by the substitution of a 
single word: “From each according to his ability, to each 
according to his work.” Since the war, an imperialistic 
urge toward territorial and political expansion has further 
altered Russia’s aims. 
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A new Cargocaire “S” unit being put aboard 
the S.S. Southport of the South Atlantic S.S. 
Line, at the Todd Shipyards, Brooklyn, N. Y. 


There’ll be no ‘“Shumidity headaches” 
aboard this ship because one of the new 
Cargocaire post-war units is being in- 
stalled to keep humidities in the cargo 
holds under control! 

And the new “S” unit being put 
aboard not only prevents sweat from 
forming as the ship passes through 
changing weather-fronts—but it is 50 
per cent lighter and requires only half 
the usual deck space. 

As each new ship joins the Cargocaire 
Fleet it means that many more shippers 
will benefit because their goods will be 
protected from moisture damage. 

It means the ship operator benefits— 
because Cargocaire does away with 
rust, saves painting and cleaning ex- 
penses in the ship’s holds. 

And it means that insurance under- 
writers benefit because this dehumidifi- 
cation system eliminates the hazard 
that leads to sweat damage claims. 

More than 100 Cargocaire-equipped 
ships are now serving ports all over the 
world. For the full story of Cargocaire 
and a list of these ships, send the coupon 


below. 
Cae 


FOR CARGO COMFORT 


CARGOCAIRE ENGINEERING CORPORATION 
15 PARK ROW, NEW YORK 7, N. Y. 


Washington e San Francisco « Seattle 
New Orleans ¢ Montreal « Vancouver 
London e Gothenburg 





Dept. W-4, Cargocatre Engineering Corporation 
15 Park Row, New York 7, N.Y. 


Gentlemen: Please send me the story of Cargocaire 
describing this system of protection for cargoes from 
moisture damage, and the latest Cargocatre Fleet list. 


Name 





Company. 





Address 





34 © WORLD REPORT 











had his own food and, usually, wood for 
fuel obtained from his own land. For 
extra clothing, shoes, cigarettes, coffee, 
sugar and salt for his family, he had 
only to wait for the city seekers to 
come around. An extra ham, a_ bushel 
of potatoes or a few heads of cabbage 
usually were enough to buy whatever 
he wanted. 

Now that warmer weather is here, he 
is starting to take the whole family to 
town, to buy “grandma” a new shawl, 
“mother” a new coat, his ‘teen age daugh- 
ters some fancv dresses, and for himself 
a case of beer—all black market, of course, 
paid for with his wealth of food. 

His biggest complaint is the lack of 
beer, especially in Bavaria. When barley 
allotments for beer were cut recently, 
the Bavarian farmers went on a sort 
of combined delivery strike and drink- 
ing spree. They drank 3,000,000 quarts 
of milk which should have gone into 
city markets. 

The small villager, with his own ex- 
tensive gardens, is almost as well off as 
the farmer. Often, in Germany, villages 
are made up only of farmers, who prefer 
the small community type of life to 
single homes on their land. They go out 
daily, frequently several miles, to their 
fields and return in the evening to the 
community cluster. 

I have supped in the small, warm kitch- 
en of one of these farm-village homes, an 
hour's drive outside Wiesbaden. While 
“the old man” hoisted his feet onto the 
stove, puffed at a pipe and pooh-poohed 
politicians, in good farmer stvle, his el- 
derly frau served me delicious ham, thick, 
white bread, and hot coftee (the latter 
from black market trading with city folk). 
Outside the house was an ample stock 
of corded wood and, my hostess told me, 
there were ample stores of meat and vege- 
tables to last for many months. 

“We heard the bombers going over 
during the war, but they never touched 
us,” the “old man” told me. “As a matter 
of fact, very few farmers were bothered 
by the war. Our homes are still intact, and 
we have our land. We are all right.” 

His political gripes are directed at the 
quota system, which he had under the 


Nazis and now has under the armies of 
occupation. He doesn’t see why he should 
sell his food, his only wealth, for marks 
that won't buy anything now and, the 
farmer thinks, never will. 

“I remember after the last war,” the 
“old man” reminisced, “inflation ruined 
the country. The same thing is going to 
happen again. I'll be a lot more willing to 
sell my crops when we get some steady 
money that will buy something.” 

All of which doesn’t make the farmer 
a very popular or patriotic citizen from 
the standpoint of the city dwellers. Not 
that the farmer cares very much. He is 
akin to farmers everywhere—to — the 
Frenchman who still is reluctant to sell 
food for Paris, except at black market 
prices; to the Bulgarian, who cached his 
important egg production when the Nazis 
occupied his countrv; to the American 
who dumped his milk on the highways 
during the 1933 farm strikes, or let 
orange vields rot when prices were not 
right, or, more recently, burned potato 
stocks. 

The farmer in Germany and elsewhere 
is one of the world’s most truly self-suf- 
ficient and independent citizens. The Ger- 
man agriculturist kept his products from 
the Nazis; he is holding back now from 
the occupants and the German govern- 
ments they support. 

But, although he eats well enough and 
lives comfortably at the present time, 
the farmer does not have it all his own 
way. He must have big supplies of 
artificial fertilizer for his land this year, 
if it is to yield a good crop and be freed 
trom the danger of sterility after a war- 
time period in which proper fertilization 
was extremely difficult. 

The fertilizer must come from imports 
and from limited manufacture by the 
“city man” in Germany. Allotments will 
be through German government agencies. 
There is a pretty fair chance that the 
farmer may think a little more favorably 
about delivering more of his crop—he now 
holds back about 50 per cent—when fer- 
tilizer allotments are increased. 

When this time comes, it really will be 
spring on the farm and maybe the sun 
will shine in the city too. T.H. 
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In the space of one generation, Russia has progressed 
from chaos to world power. The Russia of 1947 is an 
enigmatic giant. What is the key to her present inter- 
national and domestic policies? Is she moved by confidence 
based on strength or fear born of weakness? Do the events 
of yesterday provide any clue to the actions of today? 

The history of Soviet Russia divides into a decade of 
fumbling toward a workable program followed by four 
successive Five-Year Plans. By 1941, she had attained 
strength sufficient to fight one of the bitterest wars of 
history and win through to victory against an invader that 
had penetrated 1,000 miles into her heartland. Although 
the war took a tremendous toll in life and property, Russia 
emerged from it with immensely increased prestige and 
a backlog of good will among her fellow nations. 

Modern Russia started in revolution. The Bolsheviks of 
1918 swept aside the past, wrote their new history on a 
blank page. First word on that page was “co-operation.” 
“From each according to his ability, to each according to 
his need” was the slogan of the new system designed to 
replace economic competition. 

Early Communist belief was that their new era and the 


old order could not live together in the same world. 
Revolution in all countries was their goal. This principle 
has been alternately denied and reaffirmed in the years since. 

Yet if Russian communism and Western democracy are 
incompatible today, it is no longer a question of the original 
Communist ideal. Progressively, Russia has moved farther 
away from a system divorced from economic competition. 
Today, Party and Government officials, Army leaders, in- 
dustrial managers, artists and the more skillful workers get 
higher pay and special advantages. Perquisites flow from 
mutual self-interest within a bureaucratic society. The eco- 
nomic drive of the individual has been diverted but not elimi- 
nated. The masses of Russia have not won that equal share 
of the good things of life that pure communism promised. 

The Photo Report traces the highlights of Russia’s 
economic course since the 1917 revolution. Through suc- 
cessive shifts in policy, the original goal has faded. In 
1936, the slogan was changed by the substitution of a 
single word: “From each according to his ability, to each 
according to his work.” Since the war, an imperialistic 
urge toward territorial and political expansion has further 
altered Russia’s aims. 
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THE EARLY YEARS 


-: ae 
ee 


A: 


» 
Panel 


ae 


+ 4 


wy, 


ea. 
Se 


» 
‘ 
S 


\ 
©. ; 
3 
aa . 
. “= * 4 ~ 3 
“ > 
ae 
$ ee. 
= 
* CPM 
* 
in ‘\ 


Ces 
Me 


PURE COMMUNISM was the plan for Bolshevik Russia: “From each accord- 


ing to his ability, to each according to his need.”’ Nationalization of land and other 
resources, industry and other means of production, was the foundation of the new 
system. Party agents guided peasants such as these in setting up village soviets, 
while workers’ committees took over the management of shops and factories. 


FIRST FIVE-YEAR PLAN 


IMPROVED FARMS AND FACTORIES were twin goals of the first Five- 
Year Plan, launched in 1928. Exports were increased to pay for imported machinery 
and technicians. The new nationalization liquidated peasant landholders and 
private traders who had flourished under the NEP. State officials (shown at 
right) traveled around guiding peasants in the methods of collective farming. 
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NEAR COLLAPSE of the system 
brought starvation and industrial pa- 
ralysis. Industry, lacking experienced 
guidance, fell down badly. The peas- 
ants, finding that the all-powerful 


HEAVY INDUSTRY received top 
priority. Job of the factories was to 
retool Russia for a more abundant 
future. Industrialization that had 
taken a century in Western countries 





a 
Internatio 


state took their grain and often had 
only promises to give in return, raised 
only enough for their own needs, left 
the cities to starve. Outside relief 
agencies fed these children in 1921. 


—Sovfoto 


was to be telescoped into a few years. 
Peasant types like this man were 
shifted from farm to factory in a 
program that in six years doubled 
the number of industrial workers. 
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FIRST RETREAT from communism came with the New Economic Policy of 1921. 
Under it, farmers paid a fixed tax in grain to the state and could keep all the rest 
or sell it privately. They could even rent land and hire laborers. Small factories 
could be privately owned, and private trade, represented by small dealers such as 
this shoe merchant, was once more permitted. A new middle class sprung up. 


—Sovfoto 


TRANSPORTATION AND POWER were built up to keep pace with indus- 


trial progress. Russia’s vast distances emphasized the inadequacy of her railroads. 
The Turkestan-Siberian line brought new wonders into the lives of these Kazakh 
peasants. It was pressed to completion a year ahead of schedule. The Dnieprostroy 
Dam climaxed the drive to increase hydroelectric power to serve a fuel-hungry land. 


MAY 27, 1947 © 37 





SECOND FIVE-YEAR PLAN 
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LIVING STANDARDS had shown little improvement 
by the end:of the first Five-Year Plan. An industry geared 
to capital goods had produced little to increase the en- 
joyment of daily life. It offered few things for farmers 
to buy with the bumper crops that cost so much effort. 


THIRD FIVE-YEAR PLAN 


CONSTITUTION OF 1936, preceding the third Five- 
Year Plan, brought a further retreat from communism. 
“To each according to his work,” supplanted the earlier 
slogan. Right of inheritance and ownership of land gave 
new privileges to the new elite, such as this movie actress, 
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CONSUMER GOODS were made primary goal of the 
second Five-Year Plan to offset the weaknesses of the first. 
Theory was that long-suffering Russian workers should 
begin to reap rewards, and thus increase farm and factory 
production as resulting benefits to all began to appear. 
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WAR CLOUDS exerted new strains, modified original 
aims ot ecoriomic plans. Emphasis on consumer goods 
yielded to new demands for armaments. Gradual shiftin 

of industry to the east, begun to increase regional self- 
sufficiency for economic reasons, was speeded up for 
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Black Star 
WORKERS’ HOMES, especially in overcrowded fac- 
tory towns, were an important item in the effort to improve 
living conditions. But even an ambitious om aor could 
benefit only a few, and new housing went either to the more 
efficient workers or those with superior Party connections. 


a P $ ~ 
Py Rig Rw pe aR 
ao? Stee f af : Ss 
~~ $ : x 
ee * 
= Kote re 
ok a ees . 
_ eet = 
ag < ¢ » 


> 
~ > 


~Sovfoto 


Strategic reasons. These furnaces at the Chelyabinsk iron 
works in the Ural Mountains were part of the program to 
bring factories closer to raw materials. New urgency of the 
production drive stepped up rewards for efficient workers 
as well as powers and privileges of factory managers. 
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—-Sovfoto 
TRADE SCHOOLS and technical training served as a 
second path to increased efficiency. Rapid increase of indus- 
trial workers added urgency to vocational training. These 


young Russians are training for railroad jobs. Higher 
technical study also made great strides in this period. 


—Sovfoto 


MILITARY DEMANDS made direct inroads on Rus- 
sia’s Man power as war preparations gained momentum. 
These future aviators are a part of the new Red Army that 
came into being to counter the Nazi threat. Army leaders 
joined the new elite of Government and industry. 
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FOURTH FIVE-YEAR PLAN 
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MORE WORK than workers is the sali- IMPACT OF THE OUTER WORLD is sharp on Russian policies today. 


ent problem now facing the fourth and Foreign Minister Molotov, shown between Bidault of France and Marshall 
current Five-Year Plan. This recruiting of the U. S., is a key figure under Premier Stalin. Although Russian policies 
poster reads, “Our will and our effort fluctuate, they appear consistent on one point: A belief that expansion 
is the essence of our Five-Year Plan.” of territory and influence are essential to survival of the present regime. 
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RECOVERY FROM WAR dominates the fourth Five- are allocated to restoration, but Russia needs 7,000,000 
Year Plan, just as preparation for war dominated the third. more workers than she has. Again she faces a situation 
Stalingrad, shown above, has received special priorities for that calls for a tighter rein on hard-driven workers, re- 
repairs because it 1s a symbol of Russian resistance. newed emphasis on heavy industry and further postpone- 
Throughout Russia, nearly half the resources of the plan ment of the consumer goods that Russians lack so sorely. 
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QUESTION OF PALESTINE’S FUTURE: 
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ARAB, JEWISH AND SOVIET VIEWS 


FTER YEARS Of ineffectual efforts by Great Britain, the 

mandatory power, to achieve a peaceful settlement of 
the Palestine problem, that explosive question is now be- 
fore the United Nations. 

Demands of the Arabs and Jews and the points of view 
of Britain and other interested nations have been pre- 
sented to the Political and Security Committee of the 
General Assembly, meeting in Lake Success, N. Y. Those 
demands and views present a comprehensive review of 
the past and present in Palestine and forecasts of its 


future. The committee’s report will be submitted to the 
regular session of the General Assembly in September. 

World Report publishes here three statements: The 
Arab view as presented by Dr. Fadhil Jamali, Foreign 
Minister of Iraq, in a speech made before the Committee 
on April 28, 1947, and text of the statement made for the 
Jewish Agency for Palestine by Dr. Abba Hillel Silver, 
May 8, 1947, and excerpts from speech made by Andrei 
A. Gromyko, the Soviet Union representative, May 14, 
1947.) 





(The Arab case as presented by Dr. Fadhil Jamali, 
Foreign Minister of Iraq.) 


HE IRAQ GOVERNMENT, which I have the honor to represent, 

has formally proposed to put the termination of the man- 
date and the declaration of the independence of Palestine on 
the agenda of this special session. My Government has been 
motivated to take this decision by the following facts: 

The Arabs joined the Allies in World War I and King Hus- 
sein of Heja and his sons led a revolt against the Ottoman Em- 
pire, of which the Arabs were an integral part. This revolt had 
no motive but the attainment of their national freedom and 
independence. All the Arabs, including the inhabitants of 
Palestine, were to enjoy their freedom and independence. 

The Allies on their part made several promises and several 
declarations assuring the Arabs of attaining their right to free- 
dom and independence. Even without these promises and 
declarations made by the Allies, shouldn't the Arabs enjoy 
the Wilsonian principles of self-determination? Aren't they a 
people of great history and culture who are entitled to achieve 
their freedom and unity in the modern world? Then the right 
to freedom and independence, which should be the right of 
every community in the world, cannot be denied to the people 
of Palestine. 

Palestine, like Iraq, Syria, Lebanon, Trans-Jordan, was an 
integral part of the Ottoman Empire, and the Covenant of 
the League of Nations recognized the right of these communi- 
ties inhabiting these areas to independence. Paragraph 4, Ar- 
ticle 22. of the Covenant of the League of Nations reads as 
follows: 

“Certain communities, formerly belonging to the Turkish 
Empire, have reached a state of development where their ex- 
istence as independent nations can be provisionally recognized, 
subject to the rendering of administrative advice and assist- 
ance by a mandatory until such time as they are able to stand 
alone. The wishes of these communities must be a principal 
consideration in the selection of the mandatory.” 

Not only the right of the people of Palestine to independ- 
ence was recognized but also their wish in the selection of the 
mandatory had to receive a principal consideration. Iraq, 
Syria, Lebanon, Trans-Jordan have all achieved their inde- 
pendence. Are the people of Palestine of a lower standard of 
culture? Why should their independence be withheld? These 
are questions that come to my mind. 

As for the standard of culture, these people of Palestine 
stand on an equal footing with the best Arab communities 
and with most communities of the world who enjoy independ- 
ence. So far as withholding their independence, we can see 


no moral justification. The Arabs of Palestine have been de- 
prived of the dearest thing which every civilized nation is en- 
titled to enjoy, namely freedom and independence. 

The Arabs of Palestine are becoming desperate, and life 
to them has no meaning unless they are given their natural 
rights. I want it to be put on record that to an Arab material 
life is not the thing which makes life worth living. Freedom, 
independence, honor and self-respect are the things which 
make Arab life meaningful. 

The Arabs of Palestine have been deprived for nearly 30 
years of the most precious things in life. Why? Simply because 
there is a mandate, a mandate which has no moral or legal 
foundation. It is a mandate which sold one people’s land to 
another without their knowledge or consent. It is a mandate 
which incorporated the Balfour Declaration, to which the in- 
habitants of Palestine were not a party. They knew nothing 
about it, and when they came to know about it they protested, 
they revolted, but they were usually kept down by ruthless 
force. 

This certainly cannot be defended on any moral grounds. 
It is contrary to all democratic and humanitarian principals. 
It is contrary to the principle of self-determination and to the 
Four Freedoms. 

Legally, the mandate on Palestine violated the spirit of the 
system of mandates, for the mandate system was devised to 
help develop a people toward self-government and independ- 
ence, and not to deprive a people of that right by introducing 
aliens to dominate them and check their national development. 
The mandate over Palestine certainly violated the spirit and 
letter of Paragraph 4, Article 22 of the Covenant of the League 
for it neither helped the people to attain their independence, 
which was already recognized, nor did it take into considera- 
tion the wishes of the inhabitants in the choice of the man- 
datory. 

One might argue that the terms of the mandate were sanc- 
tioned by the League of Nations. The answer to that is that 
it was one of the mistakes of the League. The League must 
have passed it without adequate study or perhaps without 
anticipation of the consequences. Even if the members who 
passed the terms of the mandate did so with good intentions, 
experience proved that they were wrong, just as the Balfour 
Declaration itself was wrong. 

It is such mistakes that disturb world peace and security, 
and it i: these mistakes that need to be corrected. Great 
Britain, I am sure, did her utmost to help the Zionists come 
into Palestine and to implement that part of the mandate 
which concerns the establishment of a Jewish national home 
against the wishes of the inhabitants and against their natural 
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political rights. But it didn’t work. It cannot continue like 
that. 

One cannot preach to the world the principles of self-de- 
termination, the ideals of democracy and the right to live free 
in their own country and deny them the practice of these 
principles. The effect of political Zionism on Palestine is noth- 
ing less than that imperialism at its worst. It is an imperialism 
that not only has denied the people of the country the right 
to self-government and independence but it is an imperialism 
that squeezes the people out of their own lands and threatens 
their very national existence. 

The result is that all the Arab world today is in a state of 
high tension for two reasons. The first is that Palestine is an 
integral part of the Arab world, and it is a vital part thereof. 
The second is that we all have in our midst Jews, who have 
lived for centuries with the Moslem and Christians in peace 
and harmony, for we think of Judaism as a religion, and we 
do not recognize the reasons on which Zionism is based. 

Zionism is certainly poisoning the atmosphere between Jews 
and non-Jews in the Arab world. It may undermine the na- 
tional loyalty of many a Jew all over the world. It endangers 
peace and harmony everywhere. Nothing can remedy the 
situation except a resort to the fundamental principles of the 
United Nations Charter. 

Declaring an independent Palestine along democratic lines 
where all rightful citizens enjoy equal rights and take part in 
the Government is all that is needed. The application of the 
principles of the Charter does not need a committee. A com- 
mittee only retards the settlement in a situation which is get- 
ting more and more tense from dav to day through the Arab 
world. 

There is nothing about the political situation of Palestine 
which requires a committee. Many committees have been 
formed and at least three White Papers on Palestine were is- 
sued by the British Government before this last war. The 
White Paper of 1939, which was the first of 20 years’ bitter 
British experience, was drafted with the best of good inten- 
tions and was an attempt toward a settlement of the funda- 
mental issue in Palestine. 

The situation does not need a committee today. The fun- 
damental issue is whether the rightful inhabitants of Palestine 
are to be considered as humans, who are entitled to enjoy 
human rights, or are they to live subjected to a domination 
by aliens, imposed by force, invasion and aggression, To an- 
swer this we need not a committee, we only have to read the 
Charter and to implement its principles. 

It is in the light of these principles that my Government 
proposed the end of the mandate and the declaration of in- 
dependence of Palestine. 





(Text of the statement made for the Jewish Agency of 
Palestine by Dr. Abba Hillel Silver.) 


... We are pleased that the Palestine problem will now be 
reviewed by an international body and that the thought and 
conscience of mankind will now be brought to bear on a 
situation which heretofore, and for some years now, has been 
made extremely difficult by unilateral action and by decisions 
made, presumably within the terms of a mandatory trust, but 
actually without the sanction or supervision of the interna- 
tional body which established that trust and which defined 
both its limits and its purposes. 

The Administration of Palestine has, since the outbreak 
of the war, been conducted by the mandatory powers as if it 
were vested with the sovereignty of Palestine; whereas it is 
assumed to administer that country, of which it was not 
sovereign, as a trustee for carrying out the purposes of the 
mandate, which clearly defined its rights and its obligations. 

The problem of Palestine is, of course, of paramount im- 
portance to the Jewish people and that fact, I take it, moti- 
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vated the General Assembly of the United Nations to extend 
an invitation to the Jewish Agency of Palestine to present its 
views. We thank all those who so warmly urged our admis- 
sion for their good will and their gallant action. The Jewish 
Agency, you will recall, is recognized in the mandate for 
Palestine as a public body authorized to speak and act on 
behalf of the Jewish people in and out of Palestine in matters 
affecting the establishment of the Jewish national home . . . 

The Jewish Agency, which we have the honor to repre- 
sent, therefore, speaks not merely for the organized Jewish 
community of Palestine, the democratically elected National 
Council of Palestine Jews, who are today the pioneering 
vanguard in the building of the Jewish national home; it 
speaks also for the Jewish people of the world, who are 
devoted to this historic ideal, for it was charged, by the same 
Article 4 of the mandate, “. . . to secure the co-operation of 
all Jews who are willing to assist in the establishment of the 
Jewish national home.” 

I have spoken of “the Jewish people” and “the Jewish 
national home.” In defining the terms of reference of the 
committee of inquiry which you are to appoint, and in all 
the committee’s future investigations, these, in my judgment, 
should be regarded as key terms and basic concepts. They 
were the key terms and the basic concepts of the Balfour 
Declaration and of the mandate under which Palestine is, 
or should be, administered today. 

To proceed without relation to them would be to detour 
into a political wilderness as far as Palestine is concerned. 
To treat the Palestine problem as if it were one of merely 
reconciling the differences between two sections of the popu- 
lation presently inhabiting the country, or of finding a haven 
for a certain number of refugees and displaced persons, 
would only contribute to confusion. 

The Balfour Declaration, which was issued by His Maj- 
esty's Government as a “. . . declaration of sympathy with 
Jewish Zionist aspirations,” declares: 

“His Majesty's Government view with favor the establish- 
ment in Palestine of a national home for the Jewish people.” 

The mandate, in its preamble, recognizes “. . . the historical 
connection of the Jewish people with Palestine” and “. . . the 
grounds for reconstituting’—I call your attention to the 
word “reconstituting’—“their national home in that country.” 

Those international commitments of a quarter of a century 
ago, which flowed from the recognition of historic rights and 
present needs, and upon which so much has already been 
built in Palestine by the Jewish people, cannot now be erased. 
You cannot turn back the hands of the clock of history. 

Certainly, the United Nations, guided by its great principle, 
proclaimed in its Charter, “to establish conditions under 
which justice and respect for the obligations arising from 
treaties and other sources of international law can be main- 
tained,” cam never sanction the violation of treaties and of 
international law .. . 

A generation ago, the international community of the 
world, of which the United Nations today is the political and 
spiritual heir, decreed that the Jewish people should be given 
the right, long denied, and the opportunity to reconstitute 
their national home in Palestine. That national home is still in 
the making; it has not yet been fully established. No interna- 
tional community has canceled or even questioned that right. 
The mandatory power, which was entrusted with the obliga- 
tion to safeguard the opportunity for the continuous growth 
and development of the Jewish national home, has unfor- 
tunately, in recent years, grievously interfered with and 
circumscribed it. That opportunity must now be fully restored. 

When will the Jewish national home be an accomplished 
fact? The answer to that question may well be given by the 
man who was Prime Minister of Great Britain at the time 
when the Balfour Declaration was issued. I am quoting the 
testimony of Mr. Lloyd George, given before the Palestine 
Royal Commission in 1937: 

“There would be no doubt,” he said, “as to what the 
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Cabinet then had in their minds. It was not their idea that a 
Jewish state should be set up immediately by the peace 
treaty. On the other hand, it was contemplated that, when the 
time arrived for according representative institutions to Pales- 
tine, if the Jews had meanwhile responded to the opportu- 
nity afforded them and had become a definite majority of the 
inhabitants, then Palestine would thus become a Jewish com- 
monwealth.” 

“The notion that Jewish immigration,” he continued, 
“would have to be artificially restricted in order to insure that 
the Jews would be a permanent minority, never entered into 
the head of anyone engaged in framing the policy. That 
would have been regarded as unjust and as a fraud on the 
people to whom we were appealing.” 

This same answer could also be given by Mr. Winston 
Churchill, who was an important member of the Government 
which issued the Balfour Declaration; by General Smuts, 
who was a member of the Imperial War Cabinet at the time 
and who foretold an increasing stream of Jewish immigration 
into Palestine and “in generations to come, a great Jewish 
state rising there once more”; by Lord Robert Cecil, and 
by many others. 

American statesmen shared this view of the Jewish national 
home. Thus, President Wilson, on March 3, 1919, stated: 
“I am persuaded that the Allied nations, with the fullest 
concurrence of our own Government and people, are agreed 
that in Palestine shall be laid the foundations of a Jewish 
commonwealth.” 

That the Government of the United States does not now 
consider the Jewish national home as already established is 
clearly stated in the letter of President Truman to King Ibn 
Saud of Saudi Arabia, dated Oct. 29, 1946. He wrote: 

“The Government and people of the United States have 


‘given support to the concept of the Jewish national home in 


Palestine ever since the termination of the First World War, 
which resulted in the freeing of a large area of the Near 
East, including Palestine, and the establishment of a number 
of independent states which are now members of the United 
Nations.” 

“The United States,” wrote President Truman, “which con- 
tributed its blood and resources to the winning of that war, 
could not divest itself of a certain responsibility for the man- 
ner in which the freed territories were disposed of or for 
the fate of the peoples liberated at that time. It took the 
position, to which it still adheres, that these people should 
be prepared for self-government, and also that a national 
home for the Jewish people should be established in Pales- 
tine.” 

“I am happy to note,” declared the President, “that most of 
the liberated peoples are now citizens of independent coun- 
tries. The Jewish national home, however, has not as yet 
been fully developed.” 

It should, of course, be clear—and I regret that statements 
made by certain representatives in recent days have tended 
to confuse what should be clear—that when we speak of a 
Jewish state. we do not have in mind any racial state or any 
theocratic state, but one which will be based upon full 
equality and rights for all inhabitants without distinction of 
religion or race and without domination or subjugation. What 
we have in mind by the Jewish state is most succinctly stated 
in a resolution adopted by the British Labor party in 1945— 
now represented by the present Government of the United 
Kingdom which requested this special session of the United 
Nations. I am quoting: 

“Here, we halted halfway, irresolutely between conflicting 
policies. But there is surely neither hope nor meaning in a 
Jewish national home unless we are prepared to let the Jews, 
if they wish, enter this tiny land in such number as to 
become a majority. There was a strong case for this before 
the war and there is an irresistible case for it now.” 

When your committee of inquiry will come to consider 
proposals for the future government of Palestine, this in- 


escapable and irreducible factor—the international obligation 
to insure the continuous development of the Jewish national 
home—should be kept, in our judgment, constantly in mind. 
I believe it would be extremely helpful to the committee of 
inquiry if the mandatory Government would present the 
account of its stewardship of the Palestine mandate to it 
rather than wait for the next Assembly of the United Nations. 
It would assist the committee in thinking through the problem 
and at arriving at helpful recommendations for the future 
government of Palestine. 

It is illogical, I fear, to ask the committee of inquiry to 
consider the future government of Palestine without first 
making a thorough study of the present Government to dis- 
cover what was faulty in the present administration, what 
neglect and what deviations occurred to have brought about 
a condition so dangerous and explosive as to necessitate the 
convoking of a special session of the United Nations to deal 
with it. 

I believe that the committee of inquiry should most cer- 
tainly visit Palestine. Written documents are important, but 
infinitely more instructive are the living documents, the visi- 
ble testimony of creative effort and achievement. In Palestine, 
they will see what the Jewish people, inspired by the hope 
of reconstituting this national home after the long weary 
centuries of their homelessness, and relying upon the honor 
and the pledged word of the world community, has achieved 
in a few short years against great odds and seemingly insur- 
mountable handicaps. 

The task was enormous—untrained hands, inadequate 
means, overwhelming difficulties. The land was stripped and 
poor, neglected through the centuries. And the period of 
building took place between two disastrous world wars when 
European Jewry was shattered and impoverished. Neverthe- 
less, the record of pioneering achievement of the Jewish peo- 
ple in Palestine has received the acclaim of the entire world. 
And what was built there with social vision and high human 
idealism has proved a blessing, we believe, not only to the 
Jews of Palestine but to the Arabs and to other non-Jewish 
communities as well. 

That the return of the Jews to Palestine would prove a 
blessing not only to themselves but also to their Arab neigh- 
bors was envisaged by the Emir Feisal, who was a great 
leader of the Arab peonles, at the Peace Conference following 
the “irst World War. On March 3, 1919, he wrote: 

“We Arabs look with the deepest sympathy on the Zionist 
movement. Our deputation here in Paris is fully acquainted 
with the proposals submitted vesterday by the Zionist organ- 
ization to the Peace Conference and we regard them as mod- 
erate and proper. We will do our best, in so far as we are 
concerned, to help them through. We will wish the Jews a 
most hearty welcome home. I look forward, and my people 
with me look forward, to a future in which we will help you 
and vou will help us so that the countries in which we are 
mutually interested may once again take their places in the 
community of civilized peoples of the world.” 

Your committee of inquiry will conclude, we are confident, 
that © oNowed to develon uninterrunted!v the standards of 
life which have been developed in Palestine. the concepts of 
social justice and the modern scientific method will serve as 
a great stimulus to the rebirth and progress of the entire Near 
East, with which Palestine and with which the destinies of 
the Jewish national home are naturally bound up. 

Your committee of inquiry should also consider the poten- 
tialities of the country which, if properly developed, can, 
according to the expert testimony of those most qualified to 
speak on the subject, sustain a population much greater than 
the present one. Mahy more projects, which will result in 
great economic and social improvement not alone in Pales- 
tine but in all the neighboring countries, are awaiting devel- 
opment pending a satisfactory political solution. 

The committee of inquiry should, while in Palestine, also 
look into the real, the fundamental causes of the tragic unrest 
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and violence which today mar the life of the Holy Land to 
which our Jewish pioneers came, not with weapons but with 
tools. They will inquire, I am sure, why a peace-loving com- 
munity, whose sole interest was in building a peaceful home 
and future for themselves and their children, is being driven 
to the pitch of resentment and tension and lamentably driving 
some of its members to actions which we all deplore. 

They will ask themselves, I am sure, why shiploads of 
helpless Jewish refugees—men, women and children who have 
been through all the hells of Nazi Europe—are being driven 
away from the shores of the Jewish national home by a man- 
datory government which assumed, as its prime obligation, 
to facilitate Jewish immigration into that country. 

They will also investigate, I hope, how the mandatory 
government is carrying ovt another of. its obligations, which 
was to encourage also settlement of the Jews on the land; 
when, in actual practice, it is today severely restricting free 
Jewish settlement to an area less than 6 per cent of that tiny 
country, and is enforcing today in the Jewish national home 
discriminatory racial laws which the mandate, as well as the 
Charter of the United Nations, severely condemns. — 

By way of digression, let it be said—if it need be said at 
all—that we are not engaged, nor shall we be engaged, in 
any criticism or condemnation of the people of the United 
Kingdom. We have no quarrel with them. On the contrary, 
we have the highest regard and admiration for that people 
and for its monumental contributions to democratic civiliza- 
tion; and we shall never forget that it was the United King- 
dom which, first among the nations, gave recognition to the 
national aspirations of the Jewish people. It is only a wrong 
and unjustifiable policy which contradicts and tends to defeat 
the far-visioned British statesmanship of earlier years which 
we condemn. 

We hope most earnestly that the committee of inquiry 
will also visit the displaced persons camps in Europe and see 
with their own eyes the appalling human tragedy which man- 
kind is permitting to continue unabated two years—it is 
exactly two years today since V-E Day—after the close of the 
war in which the Jewish people was the greatest sufferer. 

While the committees of investigation and study are report- 
ing on their sad plight, and while inter-governmental discus- 
sions and negotiations are going on, these war-ravaged men 
and women are languishing in their misery, still waiting for 
salvation. They ask for the bread of escape and hope; they are 
given the stone of inquiries and investigations. Their morale 
is slumping terribly. A spiritual deterioration, I am afraid, is 
setting in among them. It is only the hope that tomorrow— 
perhaps tomorrow—redemption may come that keeps their 
spirit from breaking utterly . 

An immediate relaxation of the restrictive measures on im- 
migration into Palestine and a return to the status which pre- 
vailed before the White Paper policy of 1939 was imposed 
will not only be a boon to these suffering humans, but will 
greatly relieve the present menacing tensions in Palestine, will 
wash out much of the bitterness and will enable the delibera- 
tions of your committee of inquiry and of the next Assembly 
to be carried on in a calmer spirit, in an atmosphere of mod- 
eration and good will. We are all eager for peace. We must 
all make a contribution to achieve it. But the decisive contri- 
bution can only be made by the mandatory government .. . 

I hope that I have not abused your patience, Mr. Chairman, 
and the patience of the representatives of the United Nations 
here assembled. Permit me to conclude with this observation: 

The Jewish people place great hope upon the outcome of 
the deliberations of this great body. It has faith in its col- 
lective sense of justice and fairness and in the high ideals 
which inspire it. We are an ancient people, and though we 
have often, on the long, hard road which we have traveled, 
been disillusioned, we have never been disheartened. We 
have never lost faith in the sovereignty and the ultimate 
triumph of great moral principles. 

In these last tragic years, when the whole household of 
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Israel became one great hostelry of pain, we could not have 
built what we did build had we not reserved our unshakable 
trust in the victory of truth. It is in that strong faith and hope 
that we wish to co-operate with you in this task which you 
have undertaken. 

The Jewish people belongs in this society of nations. Surely 
the Jewish people is no less deserving than other peoples 
whose national freedom and independence have been estab- 
lished and whose representatives are now seated here. The 
Jewish people were your allies in the war and joined their 
sacrifices to yours to achieve a common victory. The repre- 
sentatives of the Jewish people of Palestine should sit in your 
midst. The representatives of the people and of the land 
which gave to mankind spiritual and ethical values inspiring 
human personalities and sacred texts which are your treasured 
possessions—we hope that that people, now rebuilding again 
its national life in its ancient homeland, will be welcomed 
before long by you to this noble fellowship of the United 
Nations. 





(Excerpts from speech of Andrei A. Gromyko of U.S.S.R.) 


HE COURSE of the discussion both in the plenary meetings 
Tot the General Assembly and in the first committee have 
shown that the question of Palestine has become an acute 
political problem. It would seem that all the representatives 
who have taken part in the debate share this view. The view 
is also confirmed by the fact that this question has become 
the subject of consideration by the United Nations. 

The course of the discussion has shown quite evidently 
that it has been difficult to take any definite and, still less 
any final, decision on the substance of the problem. The dis- 
cussion in the present session, therefore, can be considered 
only as a first stage. A decision upon the substance of this 
question will have to be taken in the next regular session of 
the Assembly, at the end of 1947. 

One cannot fail to observe that the mandate system set up 
in 1922 for the government of Palestine has not justified 
itself. It has not stood up to examination. The rightness of 
this view can hardly be contested by anyone. There can be 
no doubt as to the fact that the aims proposed in the estab- 
lishment of the mandate have not been achieved. The solemn 
declarations which accompanied the creation of the mandate 
system over Palestine have remained only declarations. They 
have not been transformed into living facts. 

The conclusion that the mandate system for the govern- 
ment of Palestine has not been justified is confirmed by the 
whole history of the government of Palestine on the basis of 
this system, quite apart from the confirmation which it re- 
ceives from the present situation in that country. Even in 
1937 the British commission headed by Lord Peel, after 
studying the situation in Palestine, declared that the execution 
of the mandate was impossible. 

A similar conclusion was reached by the Permanent Man- 
dates Commission of the League of Nations, which also re- 
ferred to what it called the impossibility of implementing the 
Palestine mandate. The committee which we have come 
together to create should function in accordance with the 
historical facts relating to this question. 

It would be possible to adduce a number of other facts 
relating to the history of the mandatory government which 
confirm the bankruptcy of this system of government. How- 
ever, it will be sufficient, for instance, to point to the Arab 
uprising which began in 1937 and lasted in reality for a 
number of years. It is well known that bloody events have 
occurred in Palestine. These events are becoming more and 
more frequent. 

It is known that the representatives of the Government of 
the United Kingdom have repeatedly, even before referring 
this question to the General Assembly, pointed out that the 














mandate system for Palestine had not justified itself and that 
the solution of the problem should be found by the organi- 
zation of the United Nations. 

The committee must not fail to take account of the con- 
clusions to which the Government of the United Kingdom 
has come regarding the results of the mandate over Palestine. 

It is well known that the same conclusion was reached, not 
only by the Government of the United Kingdom, but in sub- 
stance, for instance, by the Anglo-American Commission on 
the Palestinian problem, after it had studied this question in 
1946. The report of this Commission contained the following 
words: “Palestine is an armed camp. ... From day to day it 
became increasingly clear that the atmosphere in the country 
was extremely strained . . .” 

The transformation of Palestine into an armed camp is a 
fact which speaks for itself. In such conditions, it is impossible 
to speak seriously of the defense of the interests of the popu- 
lation of Palestine, of the improvement of their material con- 
ditions of existence, of the raising of their cultural level. 

The same Commission points out the following very inter- 
esting facts. The total number of persons employed by the 
police, on the basis of a full working day, employed by the 
police and in the prison administration of the country in 1945, 
was 15,000. These figures explain where the considerable 
resources went to, which constituted such a burden upon the 
taxpaying population. In different circumstances, these re- 
sources might have been devoted to the economic and cul- 
tural interests of the country and to its development. 

In 1944 no less than 18,400,000 American dollars were 
spent for the maintenance of law and order. In the same 
financial year only $2,200,000 was spent on public health 
and only $2,800,000 on public education. The Anglo-Ameri- 
can Commission comes to the conclusion that “even from the 
point of view of the budget, Palestine has become a kind of 
semimilitary police state.” 

The data in the report of the Commission compel us to 
think very seriously on the problem of the correction, the 
rectification of this situation, and the problem of finding a 
solution to the Palestine problem, a solution which would be 
in accordance with the interest of the people of Palestine and 
with the general interests of the United Nations. 

The task of the committee should be to help the United 
Nations in reaching just such a solution through on-the-spot 
study of the factual situation in Palestine. Is it surprising, 
under these conditions which have arisen in Palestine, that 
the liquidation of the mandate is called for both by Jews and 
Arabs? On this matter, Jews and Arabs are completely in 
agreement. Upon this question there is no divergence between 
them, and the United Nations must not fail to take account 
of this fact in considering the question of the future of Pal- 
estine. 

As is well known, the aspirations of an important part of 
the Jewish people are bound up with the question of Pales- 
tine, and with the future structure of that country. This inter- 
est is comprehensible and completely justified. The Jewish 
people suffered extreme misery and deprivation during the 
last war... In the territories where the Hitlerites were in 
control, the Jews suffered almost complete extinction. The 
total number of the Jews who fell at the hands of the Fascist 
hangman is something in the neighborhood of 6,000,000. 
Only about 1,500,000 Jews survived the war in Western 
Europe. But these figures give no idea of the situation in 
which the great mass of the Jewish people find themselves 
after the war. 

It is necessary that we concern ourselves with the urgent 
needs of a people who have suffered such great hardships 
as a result of the war, in connection with Hitlerite Germany; 
it is a duty of the United Nations. The Soviet delegation con- 
siders it necessary to draw the attention of the General As- 
sembly to the following circumstance. The experience of the 
past, particularly during the time of the Second World War, 
has shown that not one state of Western Europe has been in 


a position to give proper help to the Jewish people and to 
defend its interests, or even its existence, against the violence 
that was directed against it from the Hitlerites and their 
allies. 

The fact that not a single Western European state has been 
in a position to guarantee the defense of the elementary rights 
of the Jewish people, or compensate them for the violence 
they have suffered at the hands of the Fascist hangmen, 
explains the aspiration of the Jews for the creation of a state 
of their own. 

Quite a number of different plans exist for the future 
structure of Palestine and for the solution of the Jewish 
problem in connection with the problem of Palestine. Among 
the best known of the published plans, the following must 
be noted: (1) The creation of a single Arab-Jewish state 
with equal rights for Arabs and Jews; (2) the division of 
Palestine into two individual states, one Arab and one Jew- 
ish; (3) the creation in Palestine of an Arab state without 
due regard to the rights of the Jewish population; and (4) 
the creation in Palestine of a Jewish state without due regard 
to the rights of the Arab population. 

The Soviet Union will state its position on the various plans 
in greater detail when the concrete proposals are prepared 
and considered, and especially when decisions are to be taken 
on the future of Palestine. 

We must bear in mind the incontestable fact that the 
population of Palestine consists of two peoples, Arabs and 
Jews. Each of these has its historical roots in Palestine. That 
country has become the native land of both these peoples, 
and both of them occupy an important place in the country, 
economically and culturally. Neither history nor the conditions 
which have arisen in Palestine now can justify a unilateral 
solution of the Palestine problem, either in favor of the cre- 
ation of an independent Arab state, ignoring the lawful rights 
of the Jewish people, or in favor of the creation of an inde- 
pendent Jewish state, ignoring the lawful rights of the Arab 
population. 

Neither of these extreme solutions would bring about a 
just settlement, first and foremost since they both fail to guar- 
antee the regulation of the relations between Arabs and Jews, 
which is the most important task of all. A just settlement can 
be found only if account is taken in sufficient degree of the 
lawful interests of both peoples. These considerations are the 
basis upon which the Soviet Union delegation concludes that 
the lawful interests both of the Jewish and of the Arab peo- 
ples of Palestine can be defended in a proper manner only 
by the creation of one dual, democratic Arab-Jewish state. 

Such a state should be founded upon equal rights for the 
Jewish and Arab populations which might constitute a founda- 
tion for co-operation between these two peoples in their 
common interest to the advantage of them both. 

The settlement of the problem of Palestine by the creation 
of a single Arab-Jewish state, with equal rights for Jews and 
Arabs, might be considered as one of the possible solutions 
and as the solution most deserving attention. 

If it were found that this plan was unrealizable on account 
ot the deterioration of relations between Jews and Arabs, 
then it would be necessary to consider an alternative solution 
which, like the first, has its advocates in Palestine and consists 
of the division of Palestine into two independent, separate 
states—one Jewish and one Arab. 

Both these possible alternative plans should, of course, be 
studied by the committee. Its task should be to study from 
all sides, and very carefully, the draft plans for the structure 
of Palestine in order to enable the committee to submit to 
the next regular session of the General Assembly well-consid- 
ered and fully motivated proposals which would help the 
United Nations to find a just settlement of this problem, a 
settlement corresponding to the interests of the peoples of 
Palestine, the interests of the United Nations, and a settle- 
ment in accordance with our general aim—peace and inter- 
national security. 
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BEVIN’S REPORT ON MOSCOW CONFERENCE 


British Foreign Secretary appraises failure to reach agreement on Germany 


(Excerpts from the report to the House of Commons on 
the Foreign Ministers Conference at Moscow made by 
Foreign Secretary Ernest Bevin, London, May 15, 1947.) 


B EFORE I LEFT LONDON, I indicated that it would be wrong 
to expect too much from the Moscow Conference in the 
matter of providing the final settlement of the peace treaty 
with Germany. I would ask the House to recognize that the 
form in which we create the new Germany, the methods 
adopted for its government and mapping out of its future 
position in the society of nations, will take a long time to be 
realized. It is well to remind ourselves that there is no German 
government to deal with. 

The result of the war was a tremendous smash, with 
world-wide effects, in which Hitler carried out his intention 
of bringing the whole fabric of the German state down with 
him. In fact, the whole of Middle Europe has to be rebuilt 
as the result of this war. On the other hand, if the task is un- 
duly delayed—and I think the Moscow Conference brought 
the difficulties out in all their realities and the differences of 
approach and objectives which the respective powers were 
endeavoring to reach—we now know what we have to face 
at the next Council of Foreign Ministers. If it is unduly de- 
layed, the difficulties will get worse instead of better. It is a 
question now of bringing to a head the next stage in the or- 
ganization of Germany. 

I should say at the outset of so many of these issues—Ger- 
many, Austria and in addition the relations between the East 
and West—that if they are not brought to a much more satis- 
factory conclusion at the London Conference, no one can 
prophesy the course the world will take. And I regard the 
London Conference in November, with the issues clearly be- 
fore us, as probably the most vital in the world’s history. On 
behalf of this nation, I would certainly work hard to try to 
reach a conclusion but I must remind you that this settlement 
does not lie in the hands of His Majesty's Government 
alone... 

[ am not one of those who wants to turn down the Potsdam 
Agreement. I want to carry it out in all its phases without 
question, without equivocation and without selection, which 
is very important. It is our point of view that political and 
economic principles, reparations and the level of industry in 
Germany cover not only points of major importance but also 
minor questions which cannot be ignored . . . 

When we came to deal with demilitarization, the whole 
question of reparations came up. We all agreed to the Potsdam 
decision and agreed to operate it, but it was bound up with 
economic unity and when this economic unity was _ not 
achieved difficulties obviously arose with regard to one part 
of the Agreement dealing with reparations. In addition, the 
basis of the Potsdam Agreement depended on the level of in- 
dustry. It was decided that sufficient plants should be left in 
Germany to give the Germans a reasonable standard of life 
but to restrict them from maintaining war potential... . 

His Majesty's Government has always adhered to a German 
steel capacity of 11,000,000 tons, which was worked out in 
1944 when we were examining the postwar industrial level 
of Germany at that time. 

Russia and the United States for a long time asked for 
5,800,000 and later put it up to 7,500,000. Now the Soviet 
Union is asking for 10,000,000 to 12,000,000 and America 
seems to be hovering around a similar figure. 

I do regret this delay over this level-of-industry business. 
This handicapped the Moscow Conference and it is regrettable 
that agreement was not reached earlier on this problem. 
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The problem of the level of German industry brought up 
the question of reparations from current production . . . We 
must take first things first. First is the economic unity of Ger- 
many and balanced economy. The repayment of what we 
have had to put in to keep the Germans alive since the oc- 
cupation is a legitimate claim. The sooner that is got through 
and settled, the sooner we can see what can be done with 
current reparations... 

I have no intention of following the policy of loans which 
we know to be quite irrecoverable from Germany . . . 

Britain has sometimes been accused of going back on her 
agreements. This is not true. It was suggested at Yalta that 
reparations should be paid amounting to $20,000,000,000 to 
go to the Allies, of which $10,000,000,000 should go to the 
Soviet Union, but nothing was settled. These exchanges of 
views Were never regarded as binding and the British delega- 
tion at that time reserved their decision . .. No one was com- 
mitted to anything. 

Then at Potsdam, I was clearly under the impression . . . 
that we had settled reparations by decisions embodied in the 
words of the Potsdam Agreement.’ 

I was unable at Moscow to accept the argument that the 
discussions on reparations at Yalta represented a decision bind- 
ing us to agree to make reparations from current production 
now ... 1 think the whole matter is causing some thought 
among the powers and now that we clearly understand our 
positions some solution may be found. 

We have no desire that Germany shall escape payment of 
her contribution to the rehabilitation of the countries to which 
she has done so much damage. She must not be allowed to 
escape. We must be careful to ensure that the cost is imposed 
on Germany and not on the countries which had to put up 
with her attack ... 

We agreed at Potsdam to central administration in certain 
fields and we have been anxious to operate them ever since 
. . . The fact that these arrangements were not operated is 
not the fault of His Majesty's Government or of any influence 
from Great Britain. 

If the Council of Foreign Ministers is to build the condi- 
tions of political stability in the world, it is absolutely essential 
there should be no hindrance by anyone in the way of getting 
economic stability .. . 

The main objective we have to reach . . . is to prevent the 
development in Germany again of a police state which is the 
very antithesis of democracy. It does not matter how many 
elections you have if you have a powerful secret police op- 
erated by a single minister which can inculcate fear into the 
people of the country. You have no democracy and you are 
not within miles of it... 

The Soviet delegation took the line that we should follow 
the pattern in the Constitution of the Weimar Republic . . . 
There are many points in the Weimar Constitution dangerous 
to the constitution of peace .. . 

We have to be careful we do not create a system in Ger- 
many which leads to a one-party system, and one-party con- 
eal... 

One matter which I regret with deep concern was the fail- 
ure to reach agreement on the four-power treaty. At the 
end of the 1914-18 war, the United States withdrew from 
Europe and I must say that in Paris when Mr. (James) 
Byrnes revealed the willingness of the United States for 25 
years and later for 40 to 50 years to enter into agreement 
with the rest of us for the demilitarization and disarmament 
of Germany, I began to get visions of peace for Centuries in 
Europe. 








To us, to France and all Western powers, this was a vital 
and important decision. 

Unfortunately, the Soviet delegation were not willing to 
accept the American proposal unless there was added to it a 
number of matters not directly related to it and upon which 
we had been unable to agree at the Conference . . . 

Even if this American proposal did not cover everything 
required, the very establishment of this link, as foreshadowed 
in a treaty, would alter the course of world «affairs. 

I hope and trust that on reflection that all of us will be 
able to strive’ between now and November to create the 
atmosphere so that a beginning can be made with a treaty 
of this character. 

If we do not grasp it now, the chance may never come 
again. 

Fortunately, Secretary of State Mr. (George C.) Marshall 
had made it clear that the offer had not been withdrawn. I 
can only repeat that I trust the wiser councils will prevail . . . 

I cannot accept the view that the Ruhr should be singled 
out at this time for special treatment. It would be wrong for 
us to agree to put the Ruhr in this particular position at a time 
when other parts of Germany are treated as closed pre- 
serves... 

We then turned to the territorial claims against Germany. 
Unfortunately, the Soviet delegation claimed that the new 
Polish-German frontier had been settled at Potsdam and 
should be excluded from examination. 

We were asked to accept the provisional frontier as final in 
spite of the fact that it was agreed at Yalta and confirmed at 
Potsdam that the final limitation of the western frontier of Po- 
land should wait the final peace settlement. 

If this operated the other way and we made the claim, it 
would not be tolerated by our friends for a moment. All I 
ask is the proper treatment when you have entered into an 
agreement to be carried out as it was intended . . . We have 
an open mind on the matter but we do accept the view that 
Poland must be compensated for what was taken away from 
her by Soviet Russia in the East. . . 

In the territorial field, we supported the French claim for 
the Saar—the Saar of the 1919 peace settlement .. . 

If we can achieve agreement on economic principles, these 
other points have a reasonable chance of settlement. There is 
little difference of opinion now between at least three delega- 
tions about the future operation of German political parties 
and trade unions on an all-Germany basis. If that can be 
agreed, ultimately it will shape the course to a very large ex- 
tent of the political and economic organization of the country 
... Unless there is complete freedom to travel throughout the 
country as a whole, there can be no chance of developing a 
peaceful and democratic Germany. 

There were a number of points on which agreement was 
reached ... 

The Council agreed to the law for the liquidation of Prussia. 

We pressed for agreement also, and I am glad we succeed- 
ed, on repatriation of German prisoners of war. We agreed 
that the repatriation of German prisoners should be completed 
by Dec. 31, 1948... 

I do not want the House to assume that because I cannot 
present a report of agreement on everything that there has 
been a strong divergency .. . 

There was complete agreement on the question of land re- 
form by the end of this year... 

Upon denazification, we all decided that this should be 
speeded up and that the responsibility for completing it 
should be placed on the appropriate German authority .. . 

On the last day of the Conference, we briefly discussed a 
resolution vital to us and all the Allies, which Mr. Marshall 
tabled, about the size of Allied occupation forces in Germany 
... I think it is a good thing to have these forces regulated on 
four-power basis and remove any dispute about them. . . 

Restoration of the economy of Germany, France and other 
liberated countries depends on coal, but you cannot get coal, 


steel or other products unless workers are fed. Unfortunately 
there is, and there will be for the next three months, a serious 
shortage of food. 

When once this critical period is surmounted—and the pros- 
pects of imports of grain for May and June are much better 
than for some months past—I believe there is hope of a better 
food ration for the Germans in the future. More food, more 
production, economic recovery—that is the cycle, but it will 
not be achieved without the will on the part of the Germans 
themselves to face difficulties and contribute to their own re- 
covery. 

After all, not only Germany but the whole world is short 
of food and this is the result of the war, for which the Germans 
are responsible . . . We will do our best to help and we are in 
close and constant consultation with the United States Gov- 
ernment on this vital problem of food and production. 

But it is the German people who must work their passage 
back to economic recovery and a standard of life that they can 
obtain. In fairness, I should point out that it is not only collec- 
tions of grains from German sources that have fallen short, 
but difficulties have also arisen from supplying countries, sup- 
plies for a variety of reasons being considerably behind sched- 
ule. It is a combination of factors. 

Apart from food remedy of present difficulties in Germany 
lies in the successful fusion of, first, the British and American 
zones and then of the other two zones with the combined Brit- 
ish and American zone as soon as they are ready to come in. 
The fusion agreement is open for the others to join. 

Ultimately, I hope and believe, it will lead to the creation 
of a unified Germany ... 

Agreement has been reached upon an ordinance which will 
ensure that decisions and orders of bi-zonal agencies shall 
have a binding effect on those to whom they are issued .. . 
It is established that land agencies must take prompt action 
on receipt of decisions put out by bi-zonal agencies. 

Heavy penalties will be prescribed for infringements of these 
orders, but we ought not to limit ourselves by penalties. We 
have also decided to adopt methods which will give every en- 
couragement to increase production . . . Chairmen of bi-zonal 
agencies will be given a measure of executive authority . 

I welcome the decision that bi-zonal agencies should be 
concentrated in one place as rapidly as practical considera- 
tions permit and that place is Frankfurt . . . 

British and American representatives in Germany have now 
reached such agreements as to enable fusion arrangements to 
function successfully ... 

I adhere to the principle of public ownership of basic Ger- 
man industries. The commander in chief now holds these in 
trust and, even if we wanted to, it would be impossible to re- 
turn those industries to their former owners. Public ownership 
is the only remedy but we must be careful to safeguard the 
rights of our allies and ourselves. . . 

Failure to agree on the Austrian treaty arose from the in- 
ability to settle the question of German assets in Austria... 
Unfortunately the Potsdam Agreement did not define what a 
German asset was... 

In Moscow I met Generalissimo (Joseph) Stalin and dis- 
cussed the question of revising the Anglo-Soviet treaty of alli- 
ance ... We agreed we should get on with it and the matter 
is still under consideration. I am hoping we shall be able to 
arrive at an agreement... 

In Poland, I noticed that in certain quarters it was sug- 
gested that I had altered the policy of His Majesty’s Govern- 
ment. I have done nothing of the sort . . . I stated that, while 
we would not use force to compel Poles to return to Poland, 
we wanted them to go back nevertheless . . . 

At present, co-operation between us in connection with the 
return of Poles is much better than it has ever been . . . De- 
nunciations have now ceased ... A trade agreement and 
financial agreement and other agreements are being worked 
and given effect to and I believe they will prove of value to 
both our countries... 
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U.S. Sets Strategy 
For Next Big 4 Talks 


The next meeting of the Council of 
Foreign Ministers in London may 
turn out to be the most significant to 
date, for this reason: U.S. attitude 
will be to cut out all quibbling with 
Russia over details, to end the con- 
ference abruptly if progress lags at 
the beginning, and to concentrate on 
the development of Western Europe 
without the Russians. 


o 0 °O 


International affairs specialists in 
the U.S. consider the present world 
situation as being more critical than 
it has been at any time since the early 
days of World War II. They are con- 
vinced that Russia is deliberately ob- 
structing international agreements on 
major points in the expectation that 
the U.S.—for political or economic 
reasons—will falter in its leadership of 
the Western powers. 
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Argentina’s demands that her 
neighbors pay high prices for her 
wheat and meat are creating bitter- 
ness that few countries attempt to 
conceal. Recently the Peron Govern- 
ment offered to sell wheat for the 
startlingly high price of $5.25 a bush- 
el. That is the price the buyer was 
asked to pay in Buenos Aires. Ship- 
ping charges would be in addition. 
Critics outside the Peron’ Government 
are saying that the bitterness being 
aroused by Argentina’s price policies 
may turn out to be a serious obstacle 
to Argentine hopes of forming a po- 
litical bloc in South America. 
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Military experts now feel that the 
day when any country can build up a 
big ammunition dump of atomic 
bombs is so far in the future that it 
cannot be considered in serious calcu- 
lations. Although the cost per bomb 
eventually may be brought down to 


Sweden Losing Out 
In Greek Markets 


the neighborhood of $1,000,000, it will 
be a long time before 100 atomic mis- 
siles exist. 
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Although there is outward op- 
timism, officials are expressing pri- 
vately their genuine concern over the 
inability to get recovery going on a 
healthy basis in the unified British- 
American zone of Germany. Their 
concern is not all with costs. A major 
apprehension is that German work- 
ers, through their labor unions, may 
turn toward Russia. Communists are 
making progress in their efforts to in- 
filtrate into the unions of the West. 
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Conditions in Italy are such that the 
U.S. may soon be asked to consider 
emergency measures for that country 
similar in some respects to the de- 
veloping program for Greece. 
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Sweden wants to do business with 
Greece but has encountered a new 
obstacle. Although the Swedes say 
they have goods Greece needs, the 
Greeks have shown but scant interest 
in Swedish products since the U.S. 
aid program was announced. Greek 
buyers make it clear they prefer to do 
business with the U.S. 
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Informed circles in Buenos Aires 
are saying that, if a declining market 
for farm exports eventually puts a 
crimp in President Juan D. Perén’s 
Five-Year Plan, the scapegoat for 
failure will be Miguel Miranda, pres- 
ident of the Central Bank and the 
most influential man in Argentina’s 
economic planning. 





Britain To Import 
Coal From Abroad 


Russia, almost desperate to increase 
crop yields on her reduced farm 
acreage, has been experimenting with 
radioactivity to make the land more 
abundant. One report, unconfirmed, 
says that sugar-beet production in- 
creased 16 per cent after some fields 
were radioactivated. 
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Anticipating an early return to pri- 
vate trading with the Japanese, U.S. 
branch banks in Tokyo are requesting 
American manufacturers to send them 
catalogues of equipment and tools for 
rebuilding railroads and of mining 
equipment, drilling machines and 
other heavy industrial products. They 
are not now asking for listings of so- 
called “luxury” goods. 
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Great Britain has decided to im- 
port coal from abroad to bolster her 
own industrial stocks. The Labor Gov- 
ernment will apply to the European 
Coal Organization for 250,000 tons a 
month through the end of this year 
and, possibly, through March 1948. 
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The Polish Government is enlisting 
the assistance of private economists in 
the U.S. to help carry out the coun- 
try’s Five-Year Plan for reconstruc- 
tion. Warsaw has asked Robert Na- 
than, once an economic adviser to 
President Franklin D. Roosevelt, to 
visit the Polish capital and make a 
study of the country’s economic future. 
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Half the grain exports from the 
United States are going to former 
enemy territories during the coming 
summer. During July, August and 
September about 2,000,000 tons of 
American grains will be sent to the 
occupied areas in Germany, Austria, 
Japan and Korea. 
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“we must bear in mind that we are 
part of a world economy. Our sales of 
goods and services abroad, amounting 
to about 15 billion dollars in 1946, 
played an important role in the main- 


tenance of domestic production, em- 





ployment, and purchasing power and 


may be expected to do so this year...” 


—From the “‘Economic’’ Report to Congress by the 
President of the United States, January 8, 1947. 


“,. without expanded markets abroad 
it will be virtually impossible to main- 
tain present levels of production. Thus, 
without expanding world trade our 


own economy must shrink.” 


—From a speech by the Secretary of Com- 
merce made in Chicago, February 17, 1947. 
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When a woman “shops” 
with blueprints on the table 
her thoughts go far beyond 
wood and steel and stone 
and things that can 

be measured by the foot... 
these are but incidental 

to what she’s really buying 
because, you see 


She has a picture 

in her mind — 

etched deep by things 

she’s fondly studied in her 
favorite woman’s magazine 
— of everything a perfect, 
livable home should be, 

and from these plans she sees 
that picture becoming real. 


With an awareness 

of women’s wants and interests 
sharpened by years 

of in-the-home research 
McCall’s editors skillfully 
implant these mental pictures 
that move advertising 

into action in more than 


3,500,000 homes every month. 
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